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Statement as of December 31, 2005 of the Blue Care NetWOI"k Of MiChigan

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. Bonds (SCEAUIE D).....couuverreriiirrieiesieesiessiseesssssssssesessssessssesssesssessssssssssssssesssens | seveseseessenees 160,725,731 oo | e 160,725,731 [ .covvvvevrenens 96,626,510
2. Stocks (Schedule D):
2.1 PrEferred STOCKS. ........vvvimrricrieerierisreis it esss st sssssssennes [ eresesessssssnesssenssnesssessns | sesssenessessssnessesssensnnenns | eeseesssnessns s (U R
2.2 COMMON SEOCKS.......cocvuiiiteiicieieesiecite ettt sssestesesnns | evsessssessssensas 1,775,858 | ..ooveeecevecceieeeees | e 1,775,858 | ...cocvvvivre 1,523,300
3. Mortgage loans on real estate (Schedule B):
31 FIISEENS ..ottt sttt [ eniee sttt | e | estenr e 0 [
3.2 Other than first IENS..........cvuuerirerrirercce e essssessssssmsesssnes | seessseesssesssnessssssnsssensns. | cressssnsssesssseesssessssesssense | ooeessensssessssesssssesseeseons (U R
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES)......cvuivereiircisiie it sss et esss st et b s s s en s s s st s s sessessesans | sessssestesssssssssesssesssnsasons | essesssssessssessesessssssssnsesins | essesiessssessessesssssnssesand [0 SRR
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES).....cveivieiisciise ittt sses st ss s sss sttt ns s ben s ssessssentesntens | sesesssssessssessassessssessessnsenss | sessssesssssessessessnsessnssnssnsens | sesessessessessssssssnsessnssnsensQ | eresressssessssessssessnssesesenns
4.3  Properties held for sale (less §.......... 0 €NCUMDIANCES).....vvvevvireerrerrernrereeeeseeseessisees [ enesnnesisssenesiesnsessesns | oressssessensnsssesssssnsessssene | coneenmsssssssssssssssnsssnssesan [0 ST
5. Cash ($.....10,528,249, Sch. E-Part 1), cash equivalents (§.......... 0,
Sch. E-Part 2) and short-term investments ($.....424,337,804, Sch. DA).......cooecvuemneeemmmmerens [ cevvrnmneeenns 434,866,053 | .....ovvrereerirerrnerininns | e 434,866,053 | ......ccoevenn: 431,201,015
6. Contractloans (including §.......... 0 PrEMIUM NOES)....cvucvrevrireeiinsessississsesssssssesssssesssessessaness | eessssssessessssssessesssnssessessons | svsnsssnssnssssssssessessnssesenss | cosesssssssssssmssessesssnssessens [0 ST
7. Otherinvested assets (SChEdUIE BA)..........cccvivriiiceieeeeeeeieseeesess s esssessnsenns | eevessessesessones 56,008,811 | .oovvveererereeeeieeeiieens | e 56,008,811 | .cvvververrren 52,835,985
8. ReCeIVADIES fOr SECUMHES.......o.vvrrierericeiiiriereieieeie e esssnesssssnns | seesssssessssssnssesensesnseenns. | seeneeesnessesnsessenns | e (U1 [
9. Aggregate write-ins for invested assets
10. Subtotals, cash and invested assets (LINES 110 9)........c.ovueveierircrsicieseeieee e [ e 653,376,453 | oo (0] IO 653,376,453 | ...ccccevneee. 582,186,810
11. Title plants less $.......... 0 charged off (for Title INSUIEIS ONIY)........cvcverveeiceerceeeeiisieeneees | e ssssesseseeis | eererssesessssssessssessesssenss | eresesssessssessessssessessesenes [0 T
12.  Investmentincome due and ACCIUBM............ccucveierviveieeicteiceee et ssasssns | eeveressesssesend 6,438,903 | ..cooerieireeeeeeeeis | e 6,438,903 | ...ccoeevviirnns 6,633,966
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of collection............ccooveeveeees [evireereiennn 16,999,035 | ..cvvvverereireine. 42,883 | .o 16,956,152 | ...ccvvvcrrreres 5,566,603
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled Premiums)..........ccovereonees [ eonrrmernirenrrsenrsiens e
13.3  Accrued retroSPective PrEMIUMS.........ccccviveiiiereieere e ese e sssssesssesess | stesseisssssssesissssessssssessssenns | osvssesesesesssssssssssesssesesnns | sresesssssssssesiesesesssssssssnnd O [
14.  Reinsurance:
14.1 Amounts recoverable from FEINSUIETS.............viuerreeieeirresereeessseesesssessssnsssens | sreeessssssssssssssssssesssnne | enessseessssmsssssenessnssns | seonesssnesssesssssssensesness (U R
14.2 Funds held by or deposited with reinsured COMPANIES............cccocviveireeeirireieieireeeiens [ eerreiineeieieseeeesieins | e | e [0 U
14.3  Other amounts receivable under reinSUranCe CONMTACES..........c..vverrerererereneeneirmerneenes | rrernrereineineesnnesneenns | v | e (U [
15. Amounts receivable relating to UNINSUIEA PIANS...........cceieereviiiiiiiiceeeee e eeieenies | ceeeteiesieesseesseeesesesesens | reerssiesssnsesesssseseesenenss | seeeresseesssinsessssssesesseans [0 OO
16.1 Current federal and foreign income tax recoverable and interest thereoN.............ccvvvveires [evrrmrnrnnnniinnssinnsiienins [ | e (V1N [ 580
16.2 Net deferred taX @SSBL.......cc.uirrrierriirerersi sttt sssesssnensnes | ereessssessnnessesssnessssesin | aeesemssnessnsesessnensnnesns | eestsesssesses s (U R
17.  Guaranty funds receivable OF ON AEPOSIL.........c.ererirrerrirrirnersrersisnsrsseriessessessessessssssessessessss | sessssssessessssssessessessessnssens | sesnsssmsssssessnssessessessessenss | osssssssssnsssmsssssessanssessens [0 ST
18. Electronic data processing equipment and SOftWare............ccoovvveveeeerreeveriereseeeessieeeenens | eeveveerssessenins 3,043,630 | .ccoveerirriiinnns 1,653,662 | ...ccoeoevvevrneees 1,389,968 | ....ccoovvveveereee 784,742
19. Furniture and equipment, including health care delivery assets ($.....1,668,937)........ccccoveees | covvrverreerinnnns 8,543,619 | ..overrrernn 5177519 | oo 3,366,100 | .cocerrrrerenne 5,811,100
20. Net adjustment in assets and liabilities due to foreign exchange rates
21. Receivables from parent, subsidiaries and affiliates...........ccceveverrierieiieriiesicecece s | e 8,825,206 | ...covvevrererernnns 66,955 | ..cvvvrrrireinnnn. 8,758,251 | ccvvevverirnn 11,596,789
22. Health care ($.....7,180,586) and other amounts receivabIe..........c..coeveveereereeereressnsssinnss | cevesrsersseeneens 8,217,166 | ..ccvveverervernes 797514 | e, 7,419,652 [ .o, 5,715,353
23. Aggregate write-ins for other than invested @ssets..........cocveveveirieveierciesccece s Lesersrssiesssaeseas 1,308,732 [ .o 1,308,732 [ oo (01 R 0
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23).........urvurerrrinecieirisersieesieeesesssssessiessessssessssssssessssssssees | sevsseneessesens 706,752,744 | ..o 9,047,265 | .....ocovvenv! 697,705,479 | ...ovvvrenenn: 618,295,943
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS..........cc.oveeruee [ cererrmernirninminnininsiinieiins [ | e (U1 OO
26. TOTALS (LIN€S 24 @Nd 25)..........coorervrirreeeerireerireeeiesesesesesseessssnesensssssssssesssssssesssses | conerinneesinces 706,752,744 | ........oovveeee. 9,047,265 |............... 697,705,479 | ................ 618,295,943
DETAILS OF WRITE-INS
09071, ettt snnsnns | cennieenst st enens | frenes et | e (U R
0902. ..ottt bRttt nnts s | ceenisessn et esntsnnns | freeesnne sttt | reees et (U R
0903, .ottt snsennns | cenrieenss st snnns | frenes et | e (U R
0998. Summary of remaining write-ins for Line 9 from overflow page........ccccoeveveveieecreesiineeies | e (01 TR (01 TR (01 TR 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNE 9 @bOVE)......o.ivuiviieieiiiiieiiesierecess s | eveerssesssssessesessesesessees (01 OO (U I (U I 0
23071, Prepaid PENSION.........c.ccvieieicieteee ettt ettt esssse sttt es s ss s s st besstessnnaesans | sretesestesesssnsanans 778,940 | .o 778,940 | oo (01 U
2302. Prepaid EXPENSES. ......vurverrereineesressesnssssssssssssassessssssessesssessessasssssssssesssssssssssssssssnsssssssssessassans | soessesssessessensnens 527,405 | ovovverrerinrinnnns 527,405 | v (U1 [
2303. Other Accounts Receivable
2398. Summary of remaining write-ins for Line 23 from overflow page.......c..cououvmrenrereeeennnennennesns | coreeeneineinneseinenns 1,008 | ovevereeereireinns 1,008 | coovereererseeerreseeeeead (01 U 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8bOVE)........cvuvvvrcceriirreisiissiicsiniiiens | o, 1,308,732 | oo, 1,308,732 | oo 0] i) 0




Statement as of December 31, 2005 of the Blue Care NetWOI"k Of MiChigan

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $.....10,767,789 reinsurance Ceded).............ccoeuevveerrereremeeereesmreenseeneens | eevvseerennes 192,526,720 | .....ccovveveee. 7,265,814 | ..o 199,792,534 |................ 208,124,014
2. Accrued medical incentive pool and bonus amOUNLS..............cccevveeuievercineieereeieeeeeeisnes | oo 46,155,302 [ ..ovvvieereecieeeeeeeieens | e 46,155,302 | ...coevvrenee 49,157,673
3. Unpaid claims adjustment EXPENSES..........ccueiueriuririreierieisee s ssssessssessssenes | oosesinsissesssnns 4,911,091 [ oo | e 4,911,091 | oo 5,375,098
4. Aggregate health POlICY MESEIVES. ...ttt tees st stessssssessanssens | sesseessssseenneenns 6,715,144 | oo [ e 6,715,144 | oo 6,218,376
5. AQgregate life POIICY FESEIVES..........oviuireiiiennereieeiseeseeseese st sssses s ssssesssssns | setssesnsssssssssssssssssssessessnnes | sesessmsesssssnssnsssesnssssssnsss | sesssseessssssnssnssssssnssnes 0 oo
6. Property/casualty unearned Premilm MESEIVE. .........c.euururemrereereermeereeseereessessssssssessssssessesses | seuseesmsssssssssssssssssssessessnnes | sessssmsessessssnssnssesnssssssnsss | sessessesssssssnsenssssssnssnes 0 oo
7. Aggregate health ClaIm FESEIVES...........cocueiiciceeseeete e sessssens | esesinssesssessesssssssssessssens | sesiesesissssnssessssessessessnss | soesesssssessssesssssesessessnees 0 oo
8. Premiums received in @dVANCE..........ccovueviicveicieeicsicie e sssenes | eeveseeesinaenes 27,366,622 | ..o | e 27,366,622 |...cccovverenne 31,017,948
9. General eXpenses dUE OF ACCTUBM..........covueveeureviieiieieiie et ss s sesssessssestes | eevesessesissenes 33,364,805 |[..ocovvereeiereieeereeeeiees | e, 33,364,805 |....cccovuvvene. 30,018,266
10.1 Current federal and foreign income tax payable and interest thereon
(including §.......... 0 on realized capital gaiNs (I0SSES))........evurrrrrrrrmrireerreeeressisseeseessisssenns | seressessssesssssssssssssssssssnss | sessssensesassnsssssessssssesss | sessesssesesssssssssessssnes (0
10.2 Net deferred taX ADIIY........overererrriereiersee st ssssessessssssesssssensss | eossssmsssssssssmsssssssssmssessansss | oessnsssessessmssssssssmssssssssins | seressmssnessssssesssssnnens (0 R
11.  Ceded reinsurance premiums PAYADIE............cccveurievriiereieiessetes s essesesssessssesessessssssens | sresessiessssssssssessssessessssessns | evessesssssssessesissesiessssssenss | sreeesssssssssssssessssessenes (0
12.  Amounts withheld or retained for the account of Others...........cccccceevvevecereeeeeeeeeeeees | e 2,253,470 [ .eovvvverereieeeeveerieeneens | e 2,253,470 | ccovevrererene 2,118,183
13.  Remittances and items N0t @llOCALEA.............ccocevevcvieiecice e | ceveriieses e 2,354 | oo | e 2,354 | oo 1,947
14. Borrowed money (including $.......... 0 current) and interest
thereon §.......... 0 (including §.......... 0 CUITBN)..voververceesecesctessessessesssssssssssssssssssssssesssssens | eevessosssessensssssessssssessenssnss | svesssessissssisssssessnssessnsss | sesesssensisssssssssssenssssnes (O
15. Amounts due to parent, subsidiaries and affiliates.............cccovcuvrveimiciierininisens | e, 14,134,978 | ..o | e, 14,134,978 | ..o 13,868,773
16, Payable fOr SEOUMHES.........cvcrirrireiceierriecirrsi st sssssensnns. | eesnessssseesenssisessssnesiessse | eesssesssessssssssnssmnessesnses | ereessesmssseesssessseesssens 0 [
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNAULHONIZEd FEINSUIETS)......o.vuerrerrereeeeeereereieneenninees | cereeneeeesesneessesssnsesssneens | ereeseessesseessseseessssssessessens | seseesesesessessnsseesssnesseens 0 oo
18.  Reinsurance in Unauthorized COMPANIES..........ccvurrerirrirmriirrineieieeeieeeesseseesesssesssssnsens | sevesinsissssessssssssessesssssnnss | seessesessessssssssnssssssnsss | sessessessssssssnsesssssnssnnes 0 oo
19.  Net adjustments in assets and liabilities due to foreign eXChange rates..........covrrrecines | rerrrennrireirrinsineneinsnrnnes | e | e esseseeees (O
20. Liability for amounts held under uninsured accident and health plans...........cccocvenenenees [ o | | e 0 oo
21.  Aggregate write-ins for other liabilities (including $.....3,765,584 current).............cooeeevceeees [ coreerienienns 49,986,265 | ...oooooiiiieea [V I 49,986,265 |.....ccccvnnen 53,917,461
22, Total liabiliies (LINES 110 21).....ccmrererierirrimiseesiserrisessssessessssessesssesessssesssssssessssesssnes | sesssnsesssnenes 377,416,751 | oo 7,265,814 | ..c.ovvvvenees 384,682,565 |......ccoonnnn 399,817,739
23.  Aggregate write-ins for special SUPIUS fUNS...........cccoveureererienieniiniecneeeeseeeseeeseeeens [ ceereeneeen 90,9, SRR IS 99,0, SN ISR 0 [ oo 0
24, Common CaPItal STOCK.........cvuiueiiieiieiciic et | erierienens D.9.9, SR SR D,0.0 N (O 10,000 | coveveerereieeeeier 50,000
25.  Preferred capital StOCK..........ccecueieiiiecsieieceere et | erierienaens 9.9, GO IR XXX ocvevevivienens | e [ v
26. Gross paid in and contributed SUMPIUS...........c.c.cveeveecvieeereseeeeee et eseerssenaeees | cevereiaens D, 9.0, SR D,9.9, GO (IS 15,643,045 | ..covvvvevnnee 15,603,045
27, SUIPIUS NOIES......vevieecteececie ettt ettt ettt et s sas s sss s sess et sntennnns | ceveressesens D, 9.9, SR R XXX orveveieveeiees [ e [ eeeeiee e
28. Aggregate write-ins for other than special surplus funds.............cccooveevinveeveinesneneceins | ceveiiennns 9.9, GO I XXX octeverrrenen | e (01 RN 0
29.  Unassigned funds (SUMIUS).........ccevercrereereiereseeesee s tssssssss s sessssssssessessssesssssssenes | coresinsnns .09, G I .99 G IS, 297,369,869 |....ccoouuee. 202,825,159
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §......... 1) FUOSUUUUUUO USRI .09 G I XXX ocvrevireiien | e esensneines [ e
30.2 .....0.000 shares preferred (value included in Line 25 §.......... (1) RSSO D00 S I XXXt | | eereesissessesesessess s
31. Total capital and surplus (Lines 23 to 28 minus LiN€ 29).........cccceuvveeereeieeeeierererereeeseeseens | eveieenenes D,9.9, ST SR D,9.9, SR U 313,022914 | ................ 218,478,204
32. Total liabilities, capital and surplus (Lines 22 and 30).............cccccvvvverrrervnrecereereneresresrenes | covverrnnaee D,0.0, SN [P D,0.0, SO [ 697,705,479 |................ 618,295,943
DETAILS OF WRITE-INS
2101. Accrued Post Retirement BENEtS...........ccouvurrreieririneresssiesnsisesisesssessssssssssssns | oneesmessenenens 39,599,559 |.....oovvirinniiniiriireiieiinns [, 39,599,559 |....ccovivunns 48,383,041
2102, ACCTUEH PENSION.........ceurrririeimmiirreeseessreeisessieesss st essssesss st ssssssssesssenns | veseseesssessnns 8,621,122 | oo | e 6,621,122 | .ovvveeirrerris 102,846
2103. Physician Incentive payable for POS...........ccieiiceieeeesrnee e ses s sesessssssesns | soeveriessssesienes 1,471,888 [ oo [ e 1,471,888 [ ..o 2,561,654
2198. Summary of remaining write-ins for Line 21 from overflow page..........cccovveueeveeeveeneesienens | covveeiserennn. 2,293,696 | ...ooovvrereiieereeiee s (1 I 2,293,696 | ...covvvrrrrnne 2,869,920
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 aboVe)......coocccevevvieeresiicnneccrcicrrsiicesiiens | eriiernr0n 49,986,265 | oo (O IS 49,986,265 | ..o, 53,917,461
23070, R | eresieeenens ), 9.9, SRR I XXX covieerirerines | oreeesesrinessiiesiesessesssnnes | e
2302, ottt ettt n st entennns | entensienean 9.9, GO XXXt | e [ e
2303, Rt | ereseenenens XXX orevveerereene [ corerinnenins XXX ervirevernens [ eereneneenesisssinnenmsesisenien | oevrnesssesmsseesssesensens
2398. Summary of remaining write-ins for Line 23 from overflow page.........c.cccooevvvevveveeeeennerenins | cvverennee ) 0.0, GO IR XXX veveevenrens | e, (01 R 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8DOVE)........ovwerrerrenrisresrrisesnesrisesnsenees | osssseseneas D, 0, S IS D, 0, N [P R (1N P 0
2801, et | reetsneenns ) .0 Y D 0.9 SO OSSR ISP
2802, oo sttt ns st entennies | entensienean 9,99, GO XXXt | e [ e
2803, ettt Rt | erstsaneenas DO, Y XXX orveereeernneee [ eevreeeesmesssmseensesmseessssnes | vovesmsesssesenssssssssnnssssanees
2898. Summary of remaining write-ins for Line 28 from overflow page.......c.ccovevvreurnrnenrereerene | coveveinnens ) .9 SRR S 99,9, SN [T (01 R 0
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 aDOVE)........ovveererrersisiesirisienesrisissenenns | onesneneneas D0, O ., 8, N [P (1N P 0




Statem

ent as of December 31, 2005 of the Blue Care Network Of MiChigan

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1o MEMDET MONENS ...ttt | femseesensneenns 29,9, SO PO 5,398,464 | ... 5,509,462
2. Net premium income (including §.......... 0 non-health premium iINCOME).........c.ruererrerrerrenrereernireeineinsieennes | seeseesneennenns 90,9, O SR 1,438,390,510 | .oovovrrerrrnes 1,403,542,521
3. Change in unearned premium reserves and reserve for rate Credits..........owrrurerrerenneeneeneeneneeneseeens | coveireeeneeees )00 GO RN (496,768) | ...vooverreereennen (4,535,447)
4.  Fee-for-service (net of §.....9,301,492 MedCal EXPENSES)........ccevvuvvrerererreiriesiissisessssssssssssssssssssssesssssses | sssesssssnsssnns 20,0 SN O (2,108,491) | <veevrevrerreernennes (4,279,225)
B RISK TBVENUE.......cviiiceecee ettt ettt ettt ettt sttt bs sttt bes sttt en s s ss st ansn s essssssnsnsssntesesnsnnteses | eberesssesesns D0, S I 3,445,133 | .o
6. Aggregate write-ins for other health care related reVENUES...........cc.cureerieriinircresece e | coveereeeneeees ) 0,0 SO SRR 199,030 | oo 710,036
7. Aggregate write-ins for other Non-health FEVENUES..............ccriririerieerreeese et sessessensnens | ssessessnesseans XXXt | v 0 | e 0
8. Total reVENUES (LINES 210 7)....vuiveivicriii ettt st sssenas | evsessssnsenans XXX oo | e 1,439,429,414 | ... 1,395,437,885
Hospital and Medical:
9. Hospital/mediCal DENEFILS...........ccoveerieiiiecicete ettt st ssans | sesesensesses e 4995412 | oo 730,709,993 | ..o 711,112,706
10.  Other PrOfESSIONEAI SEIVICES..........cveveeveeeiieeieecteieeeee st s et s e tee et ettt s s s s sss et ensessses st assssaessnassssensass | stesessssssesissesesessnsssesssesnsnns | evesessesesisnssaens 33,504,341 | oo 31,356,078
11, OULSIAR TEIEITAIS. ..... oottt nsnts | ebiessiseentensesens 50,200,078 | ..cooovvvrircrirnnens 50,200,078 | ...cooormrercrernnns 45,175,869
12, EMErgency room and OUL-Of-BrEa...........c.coeueveuerereeesieecseseeeesesssaetesesessssessaessassesessesesessssssssssesnssesssssensasessns | stesesissessssesissssesns 1,103,937 | oo 86,215,782 | wooeevveeenn. 78,260,263
13, PrESCHIPHON AIUGS. ....cvvecieeicteieie ettt bbbttt s bbbttt sb bbbt st ssnnns | £ntessessesassensessesessssessssensansens | suessessessessssnees 227,103,613 | oo 214,982,351
14.  Aggregate write-ins for other hospital and MEICAL.............ccooviiieieiecicee e eeies | cveeene e ss s s aned [0 2,483,649 | ..coovevivei 2,863,726
15.  Incentive pool, withhold adjustments and BONUS @MOUNES..........c..cceeieiiiicricceee et es | ctererissesesseresseseseseessssnsesnsnsens | seresenseresnsnsnanns 26,412,095 | ...cooovvrerenana 31,909,749
16, SUDLOLAl (LINES 910 15).....cuuiiuicirniriiiieieisrees sttt snsessesenen | sbiesssseesiensesens 56,299,427 | ..covvvvrenrnns 1,156,629,551 | ....ovvverrinnne 1,115,660,742
Less:
17, NEt FEINSUTANCE MBCOVETIES......o.vueieriesiiiissiesssee i ss bbbt | bbbttt | bnnissnsiess s 2,527,658 |....cocovivirinriiiisiiinissisies
18.  Total hospital and medical (LINES 16 MINUS 17)........cuueeuurmmirrieeriereeseseesieesessmeesssessssessssesssssssssensns | ssenesssseesenessesnens 56,299,427 | ..covvvreennns 1,154,101,893 | ...oovvvverennne 1,115,660,742
19, NON-NEAIN CIAIMS (MBL)......cvivivieiciee ettt ettt et s st ss bt esseaesessstesasanans | atessssssssssesssetesesansessssstessssess | nebebessetessssstessssssessssetesassesasans | sessmssssssnsesessesesassnsesenaetensnseeas
20. Claims adjustment expenses, including $.....51,552,669 oSt CONtAINMENT EXPENSES...........cveveeveeieieerirnes | ererrsreeessssesesessssssssssssssnssnses | covesnresssssnsenes 70,738,036 | ..coooovrvririenns 78,409,518
21, General adminiStrative BXPENSES............ccoiiuiviiereieiiieiie ettt bbb ae b st sssssesnns | 2evssssssssssesessesesesensesesssnssssnaes | sbevessssesssensasans 152,537,245 | .....coevvv. 128,764,350
22. Increase in reserves for life and accident and health contracts including $
INCrEase iN FESEIVES FOF IfE ONIY).......cveiuiveiiiiieceecce sttt et s s ass s bens | ebebsnsessssssessssssesessesesessnsessssns | sssesessesesesansesessssnssssssetenseteses | ctesasssssssssessssssesetensesessnsessnsnns
23.  Total underwriting deductions (LINES 18 throUgh 22)..........ccceviieeieieiieiieeeeieese e ssessens | eerssssssssesesseaens 56,299,427 | oo 1,377,377 174 | oo 1,322,834,610
24, Net underwriting gain or (10ss) (LINES 8 MINUS 23).........c.ccvuiirireiereeiiieiieceres et es s sessebenens | svsssesssssenas XXX oeeeeiieiens | eeererisieiiieianans 62,052,240 | oo 72,603,275
25. Net investment income earned (Exhibit of Net Investment INCOME, LINE 17).......cvvcuceiieiiieieeieeeieeiins | e sessssessnns | oreresessesesssnnsesns 20,725,627 | oo 9,265,224
26. Net realized capital gains or (losses) less capital gains tax of §.......... 0.ttt | eretnen st be ettt tsnnnens | srereresreressennees (4,237,380) | .vvovreriieiiieias (723,440)
27. Net investment gains or (I0SSES) (LINES 25 PIUS 26)........cccvevieiiireiirireieiieieieieiesse et sses s senes | eesessssssssssssssssssesassesasessnsans [0 16,488,247 | ...coovevvennn, 8,541,784
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
$.....126,478) (amount Charged Off $.....218,715) . ....uvereeereeeierese et ssssssss s ssssssssssssssans | sssnssessssssssssssssssnssnsenssssnes | ossesssssssnssssessnees (92,237) | o
29. Aggregate write-ins for Other iNCOME OF EXPENSES.........c.vvururrrrinriisiiesressessse st ss s ssesssnssssnns | sssesssssssssessnsssssssssnsssssssssens [0 OO 0 ] e 0
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(LineS 24 plUS 27 PIUS 28 PIUS 29).......cuurveererirrierieirinisessesssseseess s ssssssssssssssssssssssssessessanssessessanssnsss | essssssessnens )00 GO TR 78,448,250 | ..o 81,145,059
31.  Federal and foreign inCOME taXeS INCUITEM...........cceuueveiiiriercreereie et ssaess | snssssasssssenas S S [N 51,816 | oo 145,864
32. Netincome (108S) (LINES 30 MINUS 31).......cceruirurieiririeieieessieies sttt ess st sssessessesssssesssssnes | sensssssessanens XXX ovivvvvvnnnnes | v, 78,396,434 | ....oovvvvn 80,999,195
DETAILS OF WRITE-INS
0601. MiSCEllAaNEOUS REVENUE...........ouuveriiriiiciecireirei st | soenisessensnans XXX | v 168,230 | oo 679,908
0602. Pharmacy Over The COUNEr REVENUE.........c.cccveveivieeieeiciesseee ettt aes e s sse s sennns | sveesessssesans XXX oeveeeereren | eveeee e 30,800 | ceovreeeeeeee e 30,128
0803, ...oeeesceeaeresestsee st R bttt | eeis et XXX eveerrenmnens | onerenmesinseessssssessseessessssens | neessnesseessss s
0698. Summary of remaining write-ins for Ling 6 from oVerflow Page..........covuvererrirrimririniineiseessesneeseeseisneessenees | eeesessnsensens XXXt | v 0 | oo 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LiN€ 6 @DOVE).........cveeererrremsririninsisssiiessseessnsessseessssessssssseseens | cosvesseeeeaes XXX evereerenernenane | corenmeesnsesnnssnenssenns 199,030 | covovvrreencrirnssiesnienns 710,036
0701.
0702.
0703. .. .
0798. Summary of remaining write-ins for Line 7 from overflow Page..........cc.ccoceuivereiieniiecinecee e sesieeseeens | evevsssensnns XXX oo | e 0 | e 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (LINE 7 8DOVE).........cuuuiiuureucrieiiisiissiissiisnsissiessmissnesnesssssnsssessnies | soenesssnesnens XXX | o {01 OO 0
14071, Other MEAICAl EXDENSE........cuiveieiieiiieieiicteeeee ettt sttt ettt s e bbb b ss st et st et e s s ntas | aesesessssetesestesessssesssnsebessetesans | bevsesessssesesansesasens 1,405,965 | ...coooveviereinen, 1,865,829
1402. Occupancy, Depreciation and AMOTHZALON. ............ccciueiiieieie ettt benss | sresssissssses st ssses s ssssesns | svesessessessseesesans 1,077,684 | ..o, 997,897
403, eSS RS E RS sRRes | S48 se RS R R | He£ s eE e s e R e | et eR R
1498. Summary of remaining write-ins for Ling 14 from oVerfloW PAge..........cccevcveiieieeiieniieeetese e | cvessesisssessss s saes 0 | oo [0 TR 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LiNe 14 8DOVE)......ccururrrueruesrirssseesssrensssessssesssessssersssessssnsssnees | ossesssssssssssssssssssssnsssssseeens (O I 2,483,649 | oo 2,863,726
2901.
2902. ..
2903.
2998. Summary of remaining write-ins for Line 29 from oVerflow Page...........ccccevrieieiicveicreeseeresesieeeeeieiens | svevevesiesesssiei s 0 [ oo 0 [ o 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (LINE 29 @D0OVE)..........cccoueviuiriicieierieieiieecereccteiesteesesesssnesseaesessenes | serseressesesssinsssssssesssssesanand [0 O {0 O 0




Statement as of December 31, 2005 of the Blue Cal"e NetWOI"k Of MiChigan

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

CAPITAL AND SURPLUS ACCOUNT

Current Year

2
Prior Year

33.

Capital and surplus prior rEPOMING PEIO. .......c.cuivevereiiieiiee ettt sttt bbb s et en s b s b st n b en b bens

GAINS AND LOSSES TO CAPITAL & SURPLUS

34,

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

Net inCOME OF (I0SS) fIOM LINE 32.........cuiiiieieiieieisi ettt sttt ettt bbbttt b bbbttt s et n st bbb bbbt baes
Change in valuation basis of aggregate policy and ClaiM FESEIVES...........ccueiiiueiiecresee sttt et seaes
Change in net unrealized capital gains and (losses) less capital gains tax of §......... 0.ttt bbb
Change in net unrealized foreign exchange capital gain OF (I0SS)..........cc.cvieieueriiieierese st aes
Change in Net AEfErMEA INCOME AX.........c.cueveiieiiciete et b bbbt s b br e b b st bbb st bae bbb s s s e ban
Change iN NONAAMILEEA @SSEES...........cciiuereiereeiie ettt b e ba bbb aas s s bbb bt s s a et s bbbt b naen
Change in UNAUNOMZEA FBINSUIANCE. ........c.cucviveiereiiecisiete ettt bbbttt ba s s bbb bbb st n s e
Change in treasury stock
ChaNGE N SUMPIUS NOES.......ovuvveiiieseisrieieseiee sttt s sttt sse s s8££ s sb st ren
Cumulative effect of changes in accounting principles
Capital changes:

g T o T OO R PR
44.2 Transferred from SUrPIUS (SEOCK DIVIAENG)........c.uvuverrirrireirrieissis ettt se sttt ss s
44,3 TraNSTEITEA 10 SUIPIUS.......rvuevreeerrereeseeiseee sttt sesse st ssesss et essssse s essese s st R e E e n e s s st ntas
Surplus adjustments:

T I o T OO R ST
45.2 Transferred to capital (SIOCK DIVIAENG). ........c.vurereerieeieiers e eseesseee ettt sttt
45.3 Transferred fromM CAPILAL..........cc.ruruerereireiir ittt eess e ses ettt R e
DivIAENdS 10 STOCKNOIABTS..........cvuiirieeirrie ittt
Aggregate write-ing for gains O (I0SSES) IN SUMPIUS.........c..rvurererereieeirreeie et ee ettt ss st s st sse st nstenias
Net change in capital and SUMPIUS (LINES 34 10 47).........c. vttt sttt

Capital and surplus end of reporting period (LINE 33 PIUS 48)..........c.cueuiievieeiieieeieie ettt et

..................... 218,478,204

....................... 10,353,007

..................... 141,507,171

....................... 94,544,710

..................... 313,022,914

....................... 76,971,033

..................... 218,478,204

4701

4702

4703

4798

4799

. Prior period AdjUSIMENT POSIIEHIIEMENL. ..ottt snen
. Prior period AQJUSIMENT PENSION. ..ottt st s ettt
. Prior period Adjustment Premium Bad DEDL............c.coceiiiieiee ittt ettt
. Summary of remaining write-ins for Ling 47 from OVEMOW PAGE........c.urrrririririreineisess sttt sttt

. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE)........cuuriurereiressessssssssssssssssssssssssessesssssssssessesssssssssessssssssssssssssssssssenssssssssessassssssns

....................... 12,587,072
........................ (2,825,654)

............................ 590,689




Statement as of December 31, 2005 of the Blue Care NetWOI"k Of MiChigan

CASH FLOW

Currer11t Year PriorzYear
CASH FROM OPERATIONS
1. Premiums COlECEA NEE Of FBINSUIANCE. ......ccovuieeveieteietee ettt sttt st b bttt s s s s s sen st seetesessnassssstebents | evesessesesesensns 1,423,897,441 | oo 1,413,659,111
2. Netinvestment income. ....21,250,135 ...9,341,274
3. MISCEIANEOUS INCOME......ceoevevecereeeeiereseeseee et es st s et s e s st ssss e se s s et s tast s st ss s e sesssesnsassnsessnsansassssnasnssssnssnsnsesnses | oetessssssssssansinsessneas 1,535,672 (3,569,189)
4. Tl (LINES 1 hTOUGN 3)..eouveerceerueerreeeseeseeeesees st eessesssessssseess st ss e st e ss st ss e ss st ssss st assssssesssesssnsssesssssssssnssssasssns | sesesssmmessneeens 1,446,683,248 | .....coovverrreenn. 1,419,431,196
5. Benefit and [0SS related PAYMENLS. ........ccc.ivivriciiicieectesese sttt s st s s s st sntessebsntessesnsesssssnssessnsesans | sesessessassesinsas 1,165,435,744 | ....covevevern. 1,105,277,376
6. Net transfers to Separate, Segregated Accounts and Protected Cell ACCOUNTS...........ccririrerririrnrerieieeeseississesssssessssssssessessessessses | seessssmsssssssssessessssssessessssssessesss | sessesssessessasssessessmsssssssssssssnnes
7. Commissions, expenses paid and aggregate Write-ins for dBAUCHIONS..........c..cuvviiiriiceiee ettt esses s sessnenns | eveevessssssanseesas 214,653,864 | ...cooveverriirnne. 199,732,228
8. Dividends Paid t0 PONICYNOIAELS.........cocuieeeereiriieiieieiieie ettt ettt sttt ss st bt es s st st snssensansenssens | nebsessnetastssssestessasssessessasssnssnssns | stessmsssessnssmnsssssessmnssssnsssnsnsnnes
9.  Federal and foreign income taxes paid (recovered) §.......... 0 net of tax on capital gaiNs (I0SSES)..........ceevrereriererereisrreseeresisens | eresrissessssesissesssessnseseas 51,236 | oo 422,694
10, Total (LINES 5 HMOUGN 9)....ovouvereiircireeisecieeiiece ettt sn s s ssntsens | sesssessssnnsssnnees 1,380,140,844 | ......ooccoveveenn. 1,305,432,298
11. Net cash from operations (Line 4 MINUS LINE 10).........ccuviirreiiereiereeeesiese st sssssssssessssssses s ssssssssssessssesssssssssssssssssssssssssssssssssses | vevessessesssssssesssens 66,542,404 | ..coovovrerern 113,998,898
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
20 T =TT To OO OO OO PO PP POT SRRSO [OOSR 293,593,692 | .ovoorerrrrernens 252,770,500
1202 SHOCKS .. vvvverereeeset et nnnes | st nen s 591,466 | ..o 818,902
12,3 MOMGAGE I0BNS......ceceiieete ettt et bbbt bbb bbbt s s bt s s st s et s et en b st sansns | sebissassessessnssnsesesessssessensesensens | sbebestessesesee e bttt s st
124 REAIESIAE.........cverceieeieeie eS| ettt [ et e
12,5 OtEr INVESIEA @SSELS........vueiiiiiiiecie sttt | sebbe st s b be bbbt enes | Cesbnn et
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments. ..(907,772)] ... .(857,339)
12.7  MISCEIIANEOUS PrOCEEAS. ........ocveveeeceiececie ettt ettt et es bt es s e s s s s esae b s s ss s ssasbessesetessssessessssssssssesssassesssesessssnssnns | sissssessssesesossesesssnsesnsssensesesass | teetersesesesnsessssnsetnssscsssseaesnas
12.8  Total investment proCeeds (LINES 12.110 12.7)......cuieiriieerieerescereeee st ees st ssssse st ssesssensesessessans | eosvssssesissesnseesan 293,277,386 | ..oveevvereerrrnenn. 252,732,063
13.  Cost of investments acquired (long-term only):
20 T = oo OO PTO SO POR SR SPPTRTRT [FSSTSRO 361,380,725 | oo 309,215,916
1312 SHOCKS. . vvvveresceesrtseeees s es sttt tnnen | sttt 861,977 | oo 1,165,749
13,3 MOMGAGE I0BNS......cueviecieeeictee ettt s bbbttt e s et a bbb s s ettt es s s b s st st s e ssebessntensansasansns | eevssessassesnsnsessetessnssssnssessnsens | svessestessesensentansesns s s s e st st enee
1314 REAIESIALE. ...t R bbbt | nebb ettt | b
13,5 OhEr INVESIEA @SSEES.....vuuvverereiriiereeise ettt sttt st s et E e es s s st nssessstensessens | sesssnstessasssessessanssessessanssnssnsss | sressesssessessanssnssnssmnsnssnssnnsnsnnes
13.6  MiISCElIANEOUS APPICALIONS. ......c.vcviiectciccieteetct ettt ettt ettt bbbttt b st s s bbbt esssbesesssssbsssseaessssesesssesessssens | sbsesessssesesossesesssnsassnnssessssesasas | teresersesesesssessssssssnsssssessesesanae
13.7 Total investments acquired (LINES 13.110 13.6)......cvcoirireiiieiieeiesce ettt ees b s sennees | srssssssesssessessesas 362,242,702 | ..o 310,381,665
14.  Netincrease (decrease) in contract loans and premium notes
15.  Net cash from investments (Line 12.8 MiNUS LINES 13.7 @NG 14)......c.ruririirririneirerreiesieerseessssssse s ssessssssssssssessessssssesss | ssssesssssessesessnnes (68,965,316) | ...ceoververernenns (57,649,602)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1  SUIPIUS NOES, CAPILAI NOLES.......coucvecveieieiecisecte ettt ettt s b bbb e s as et st es st ssesaessssessnsessnsanes | oevessarsnssessnsnsessssossnssssnssesnsess | svessessessessnssnsassesns s sasseseesntenes
16.2 Capital and paid in SUPIUS, [8SS rEASUIY STOCK.........ceveuereieereieiieetseetctectete ettt esestes s saes s st ssesssesessssssssssnnans | evssesssesesestesessssnsesessetessssesesas | oesetesiesesessstessssssetesastesessesesasans
16.3 Borrowed funds
16.4 Net deposits on deposit-type contracts and other inSUrance TADIIIHES.............c.cvveveveivrieeiccesceee et | et ssaens | coeesessesse s es st benae
16.5  DIVIdENAS 10 SIOCKNOIAETS. ........orvveeciusriceeiceiesreses sttt ns s | eebseesmseesane st esst s nens [ wesnessnes sttt nees
16.6  Other cash provided (APPHEA)..........covvcueicreeiisiece ettt sttt s s s sense st | ssessssissssssssssssesanes 6,087,950 | .o (19,350,214)
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus LiNe 16.6)..........cccevevvevrnererierieieins | oo 6,087,950 | .ovoiiiriininn (19,350,214)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus LiNe 17)........cccceeveveerrrerneervereeseenens | cereereesieiseseevenenne 3,665,038 | ..ocovverriiea 36,999,082
19. Cash, cash equivalents and short-term investments:
191 BEOINNMING OF YBAI......e.vicvceee ettt sttt sttt ettt s e ba s s s sse s tentessssnsnsessnsensans | sonssessesssessnseesas 431,201,015 | oo 394,201,934
19.2 End of year (Line 18 PIUS LiNE 19.1).......iuuirieuiirsiisieisers st sins s st st sttt | sesesssssnesssnsssenes 434,866,053 | ..o 431,201,015
| Note: Supplemental disclosures of cash flow information for non-cash transactions: | |
200007 e | e | e s




Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

ANALYSIS O1F OPERQATION BsY LINES4 OF BUSSINESS (GGain ansl Loss E8xhibit) :

10 1 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Health Non-Health

1. Nt Premium iNCOME. .......ucviiiieicieiieie ettt ..1,438,390,510 |.1,303,925,665 |...... 83,083,040 | ..cooerereieries e | s 51,381,805 [ .vievieeiieieiiiieis [ reerieiesiiseiieisiins | ceveseissnsiesisienens | erisresesiessienissenns | seessssesesessssesinns | seressesesessssssssins | ssesessesiesssessesens

2. Change in unearned premium reserves and reserve for rate credit............cocoverrveeceiveeenen [ eeeninnns (496,768) (95,814) | coveveviierieierereens [ ereesireieeiieieeiens | e | ereninns (400,954)

3. Fee-for-service (net of $.....9,301,492 medical expenses)........... 2,108,491) | ..o | e

4, RISK TEVENUE. ......vveieiecieiieis ettt s st nsesns | ansesanses 3,445133 |....... 3,445,133

5. Aggregate write-ins for other health care related reVenUES..............ccvevcvevieeeeeeesieeeeieseees | e 199,030 |..coovereirirernns 0 |0 0 |0 |

6.  Aggregate write-ins for other non-health care related reVENUES............ccovrvreririerrreieiineiieis | eorressinnessessesneand 0 [ D09, I U0, 0, ST T 0.0, RN IR 0.0 ST FIN 0.0, GRS

7. Total revenues (LINES 110 B)........ceveveevieieriecieieieeeiee et st ...1,439,429,414 | 1,307,274,984 | ...... 83,083,040 | ..coovovreeranes [ 0. 50,980,851

8. Hospital/medical DENETIS............cccuevieeicieee ettt | crane 730,709,993 |....677,386,558 |...... 24,816,880 |[...ccvovereerireiis | ereereieiereeeneeiens | v 28,506,555

9. Other profesSiONal SEIVICES..........cccviiriiiieiiieiieie st sntsaesens | sesenees 33,504,341 |...... 29,187,540 |........ 3,088,498 | ....cocoereiiiieies | e | e 1,228,303

10, OULSIAE FETEITAIS.........coieeieeicteciece ettt | snbenas 50,200,078 |...... 45724217 |........ 2,551,642 [ .oovieeieeieees | e | e 1,924,219

11, Emergency room and OUE-0f-arBa............ccueereieiieeiieeieieeie et sse st sssssaens | evenens 86,215,782 |...... 80,017,417 |........ 2,830,981 3,367,384

12, PreSCrPHON ArUGS.....oueviveiieiieieieiesieiseie ettt b s ssen s s s ssestessnsenas | senten 227,103,613 |....182,479,146 |...... 36,945,171 .7,679,296

13.  Aggregate write-ins for other hospital and medical..............ccocceeiriiveiiiieiieeceeeeeeeiens | e 2,483,649 |........ 1,690,898 |........... 691,292 |..coovvvveviceeennn0 {0 | 71,158

14.  Incentive pool, withhold adjustments and bonus amouNts...............cccceeveeerererieieniececeeeeies e 26,412,095 |...... 25,345,478 | .oooviieeiiieeies | eveeeesiieseriiieins | esieeeeiieeisninieins | e 1,066,617

15, SUDLOLAl (LINES 810 14)....uveiecveeecesieciectese ettt st ...1,156,629,551 | .1,041,831,254 | ...... 70,924,464 | ...coovvveranns (1 I 0].. 43,843,532

16, Nt reINSUIANCE FECOVEIIES. .....cucvvveevieecretersiieis et ae bbbt s st s s ssensesnsens | eneranans 2,527,658 |........ 2,325,515 |........... 202,143 [ [ eeveeeiiesiiscens | e

17.  Total hospital and medical (Lines 15 MINUS 16)..........cccoverrvererernireriereeieeeeseeeesse e ...1,154,101,893 | .1,039,505,739 | ...... 70,722,321 | o0 | i 0 | 43,843,532

18. Non-health Claims (NEL).........cccveiiirireiicce et ssnes | evessessessessnssniesneQ | eveeves )., 0. G I )00, G ND ¢ ¢ G D ¢ ¢, G IO XXX.ovoenn

19. Claims adjustment expenses including $.....51,552,669 cost containment expenses............... | ........70,738,036 |...... 63,717,351 |........ 4,388,378 I 2,632,307

20.  General adminiStrativVe BXPENSES..........c.cvvreieruetiietereeiee et es et es sttt st esas s st s st sans ...144548542 | ........ 4,307,954 | ..oooveiieeeeeees | e | v 2,916,928

21. Increase in reserves for accident and health CONtracts.............ccccvvveieiieieiciecesicieeeeeens e 0 [ oreeerreeieienies | ey | eoernsesisnessneninns | e | e

22. Increase in reserve for life CONLraCES. ... sensens | crenerssienisnessnand 0 | 0.0, O IR XXX e Lo XK | XXX e [, XXX

23.  Total underwriting deductions (LINES 17 t0 22).........ccvericreierieieisieseieese s sses W1,377,377,174 | .1,247,771,632 | ... 79,418,653 | ..ooovvvvvvieennn0 | eieieiennl0 | 49,392,767 | .oovervvrieirneend0 [0 [0 | 0 | iiceennl0 794,122

24.  Net underwriting gain or (10ss) (Line 7 MinUS LiNE 23).........c.cvvvruerrcrercreriesrecesssesssissens | ceveenad 62,052,240 | ...... 59,503,352 | ........ 3,664,387 | .oovveeevevenenn0 | e 0 | 1,588,084 | .....ooovvvvreeieenl0 | eeeieeieeeen0 [0 0 | 0 | (2,703,583)

DETAILS OF WRITE-INS

0501, MisCellan€0US REVENUE...........c.cvvireieiereieieies et tessssesss e esssssssssssssssssssesssssssssssssnses | sessssnseins 108,280 | tvrvrvrereriereresssisins | eeressssessssssesesssies | eresssssssssssssssesssins | sresesssssssssssssssesens | srssesesessssessssssesens | sesseessssssessssssssens | sessssesesessesessssnsnss | sesessssssessssessssssnss | seresssssessssesssessnss | seesessssesssssesesense | sesesesenns 168,230 |........ XXX..........
0502. Pharmacy Over The Counter REVENUE.............c.coruririnrerrernernressessissisnseseessesmssssssssssssmsssssssssnnss | sesnnrnnnnsssr30,800 | worvirrurminsinninnnnes | verveeseesmsinssssenninns | ressesssssessessnsseses | sesessesssssnsssssessons | sessessssssmssnssessansss | sessssessesssnsssssnssnns | sessessessanssnssnssessns | sessessasssnssessessosss | sessssssssmsssssessansans | sesssssssssssssnssnssnses | sessssesseses 30,800 |........ XXX
0503, et bttt st st ssntensesessnsenans | snsessesesnssessneneelD | eeesisresiesesenesiens | sesesessestes st

0598
0599

. Summary of remaining write-ins for Line 5 from overflow page
. Total (Lines 0501 thru 0503 plus 0598) (LINe 5 @DOVE)..........curvevieriireiieeciesiereieseievesieinas

0601.
0602.
0603.

0698

. Summary of remaining write-ins for Line 6 from overflow page

0699. Total (Lines 0601 thru 0603 plus 0698) (LINE B @DOVE).......ccccevecreerrireerieriereresrssiisiesesrsnssnesnes | evensnrersnsensensereened | eveereeed XXX verenes [everee XXX i
1301, Other MEdiCal EXPENSES........cceveveeveeeieireisireisee ettt es s st ssse s ssae s s sessnsenes | seesensnns 1,405,965 |........... 948114 |........... 387,268
1302. Occupancy and Depreciation EXDENSES..........ccocueiveverieeieiciie e essseessessssesee s sessssaesenes | seesesans 1,077,684 |....... 742,784 |......... 304,024
1303, ettt ettt sttt st st ensanssansnans | suessensesseeseareantnd [0 RN DU
1398. Summary of remaining write-ins for Line 13 from overflow Page..........cccceveveeeeveeeeeieeeeeeeees | e [ R [0 0
1399. Total (Lines 1301 thru 1303 plus 1398) (Line 13 above) .2,483,649 | .......1,690,898 691,292




Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

1. Comprehensive (NOSPIAl AN MEBICA).........cc.cviiiiiiieii s ettt ettt ettt ee st aet bbbt s et es e s et e st st et se s s et es s et et b es et s se e e e et es st s s s s Aas e s e bbb et e b s e sebanseb et et astes s e sebessetesass | sbessesesessssesasnsnssananes 1,307,214,180 [ .oovcvvieieiceeeteeeteeececeteeeee e ieverenns | ettt 3,288,495 | ..o 1,303,925,665
2. MEAICAIE SUPPIBMENL..........cviieiveiieeciciectete ettt aes et et essbetes 4ebessssesesseaetesessse s s aesebesseses s e baseese b et et se st ssseseaees et et e s s s e s s se e et bae s et s se s e e s e Ae b et st et s ssebes et et et s set et ens et et entetesasassssnsnaetasentatanns | sinsesetesissessnsetensetetessnans 83,231,122 | ettt | ettt 148,082 | ..o 83,083,040
3. DBNEAI ONIY.tiicecteectee et bbb et tebebeaeaeeaea et b e sh s e eh et es A bt s s A s e A b et e s et et b R e RA R e A a4t st bR e A e LA At R s e L s e A e At RR e bt s eeAes e A e A et b st et s e R e b esseAese bbb sasseaebensebesas | ebstietebestetessstesaeseteteseete s s et ebssetetass | bebseseiebessetesessaesseaetebesaebesesessebssetesets | ebessesetenaetetess et s s sebebeetebes s e tsentebens | ebesssesesseretebas st s s e et enaebesn e s naed 0
Y 110 3o 17 O O PO P U SU TSP USRS 0
5. Federal employees NEAIt DENEIES PIAN.........cccoeiiiiicieieiciiiiis ettt ettt bbbt sa bbb be e s b e be b a s s ee sttt en s s e b s b e s st s st s st n s e st s e bnse b sanaans | eveetensesaesentes et seneneas 571,381,805 | vt | et nnn | neresebeb st n st b et n s 51,381,805
8. THIE XVIIL = MEAICAIE. ... ceeceeeecececeseiteieeessets et sseteis eseesetsesssessesseeess e e see e sssesse s b s e s e R e e e eEee £ eeE 42842k e b 412842842 E 4 0L £ eL 842842 R84 LR 4284284 HE R4 EEHE 842 E8 SR8 HE 84 L84 L8 e £ e R 8 e 2R seEAeEEeEseeEseEseEsentansesss | 4eEseeteeseesseeseeessseeesesseessessebsestaebantsns | £4ebetetaeesesEeesaeetesseeseebeetsessenbeessastestas | Hietsessessusesesseesestseb et sebsns e s e bsee s et nbas | £8eesntaebses s st eebeee s s b e Re st 0
T THIE XIX = MEAICAIG. ... .ve.cvvveeseeieseise st eees et e eestseee s st et es s8R R8 8841828884488 8 R84 £ 1 2 8818840810848 884814884884 R8 R84 1181288848840 R84 008 | 400810 R 800848081 RR 48R RE £ 0E | H4 1t R £ EE SRR AR | H4eEE e R AR AR bt | Shs R 0
8. SHOP I0SS....uuiuitiieiciee sttt ettt et ettt te S4ebetetsetssaeaetataet et s R A s e A e At eRAe b e b s s Aebis A b e bt es A s s e R e b esR A et s s A et R AR e A et ee A et b a s AeAee s A ehe bbb st e AebesAebe st s et s eaebestebetesessetassnsess | Hhebesissetssseetetesetes s etebssetetessetesssaetes | Hhetetseetaseseetetateteseseaebasaetebesstesssetes | sbebetesstessaetetetant et ssesetasetebesentesennaes | srebetesisanssetetes et et et s e bn e aetebantebanen 0
Q. DSADINIEY INCOME.......vieeiictcieece ettt ettt et setes s1ebesesssass s sseaesssse s e b s s e e s se s e s b s s s s s e s bae s e b e b s ss s s s b ess b e s s e s b s AR e 4t ee A s b s A e s ee A e A A bbb s e s b es Ao bt s e s s e e et estebesesnsetssesena | Shebsieseassesetetesetes s e tebesebesessetessssetes | Shessissstssssetesesetess e seseaetebesstesesseses | Shetesesstsssetesesan s s ssesesieeaebesestesennaes | srebesessaessetetes st et b s st s s esesantebenan 0
10. Long-term care

10, OFNEI NAIN.... ettt et eteeseeseeEseeses s e s s e ee s As e R ee R8RSR Re RS EeE oS E AR A e SR AR LS4 eE R4S £ SR He AR R £ 4 AR SR A eE R4S R4S E e EReS R4S EeEEeeREeEReeRenEsessessa | £4EEeEEeREeeEteeEeeseesiesseesestertsesiestentanssnsses | £eetntiesinetostnseetestentantaensentantenesententes | £resiessestineressessestaneee et et et et sent st et | Sfeesestanesessentent et ent st en et e st nt e nee 0
12, Health SUDLOtAL (LINES T HMOUGN 11). ... vrutrurirrereruessreessneaseess ooresssessassessassssaeesssesesssess a1 eemt4£08 88811408808 19008 4481108144082 EE 4008148814088 4 0804008081008t nes | snstsnssnssssnsassssssenas 1,441,827,087 | ...oooverisreissresnrcseessrcessnesssnenned (O 3,436,577 | oo 1,438,390,510
X (OO OO OO OPO OO OO OO OO OOEO OO PPPRTOOPRPOOON 0
T4, PTOPEIY/CASUAILY.......co.cviveiiiiiitctet ettt ettt ettt sete e4ebessssassssesesesasse s s e s s sasssssesebesse b b s s e s bae s et s essss s s s et e b e st et b b e s e b e s s e s e b ense b s se s e s ee s e Ae bbb et s s e hebessebeses e st s setebestebesabssebassesesa | Shetsitsetisssietesessetessssstetiesetesssntassnnetes | chetssessetassesetessetasassesetissetetessntesssntes | ohetesssstasnsetesatantesassssetsnsetetasntesansnnes | creterisstesisnntetesantetasssetnsetetetantatnan 0
15, TOLAIS (LINES 1280 14)...vuuerreureriiuesateseimsesessss e sess e tes et etesees s8R0ttt | cnbsscneennes s rars s 1,441,827,087 | ...ooovvneriniininininseicissnssneeensd 0 | 3,436,577 | oo 1,438,390,510




Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health
1. Payments during the year:
I T Yo U UTRUURRRR PO 1,144,694,309 |..... 1,031,217,644 |.......... TAAB0,867 | ooveoeeeceeeeceeeeeeienees | eeveeeeeeensessessssannens | ensereen 42,285,497

1.2 Reinsurance assumed

1.3 ReiNSUrance Ceded..........couivvriivrieeiiiciecisieee s | cveeienienns 8,324,905 |............ 7,659,142 |............... 665,763
T NBL ettt | e 1,136,369,404 |..... 1,023,558,502 |.......... 70,495,104 | ..ooovveieereieieenecn0 |, [/ I 42,285,497
2. Paid medical incentive pools and bonUSES............cccevvveeevecreersieenns | e 29,414,466 |.......... 28,687,706 726,760

3. Claim liability December 31, current year from Part 2A:
3.1 Direct

3.3 ReiNSUranCe CEUEM..........ouuivieiriireiineisiireresiseiseiesssseseessennnes | ceveseens 10,767,789 |............ 9,906,663 |........c...... 8B1,126 | ..o | rerieeeeereienienienne | errsrenissisessesssnisneenss | senerenns st | seeseness s | srsessestenss st neniens | sreesens e enes | sessets st sienies | festene st | reree e

B4 NEL s snens | areenees 199,792,534 |........ 183,109,541 |............ 9,542,124 | ..o (0 [ I— 7,140,869 |..oovvvrrrrrrireirns (O (O (0 O [0 [0 (0 O 0
4. Claim reserve December 31, current year from Part 2D:

A DIFECE. et

4.2 Reinsurance assumed

4.3 ReiNSUranCe CeABA........cuururremrmrririiereieese e

44 NEb.ooiiccce s ssssssssennnes | sennennessssennenns0 | oo
5. Accrued medical incentive pools and bonuses, current year.............. | e 46,155,302 |.......... 44,291,382
6. Net healthcare receivables (8).........ccovvereinininrieiresiseseisienesnens | eersessnnenns (348,126) | ....evvnenee (B48,126) | ..-vvvevrreerreeireiernins | cnvrnsssesssssssessssssesss | srssssssssssssssssssssnssesss | sessssssssssssssssnssmsssnss | sesessessessssssessessmmssnes | sssessessasssessessessanssens | sssessssssmssessassesssnssons | sessessessenssesessessinsns | sessessessanssessastessesies | sessesssssessessassansiasses | eessesesnnsnsansessanens
7. Amounts recoverable from reinsurers December 31, current year...... | .cooocverrerirreenen. 0 [ ceorerrrnerenennmrenes [ sernreesenreressnsnssinsnes | reereieensessissessesnssnes | sessessessesssessesessnsnes | sessessessenssestessassiestes | eessssnssnsssstssssssants | ressesessnsessessessansns | sressessesssessessastessiesss | sussesessestsnssnssssnesanes | srsessessesssessessessansnns | sesessessanssestensessanssans | sessssesessnssnsnsnsenns
8. Claim liability December 31, prior year from Part 2A:

8.1 Direct
8.2 Reinsurance assumed

8.3 ReinSUrance Ceded..........comurieeneeeieeeise et ,565,036 |.......... 15,240,290 |............ 1,324,746
B4 NBL.oo s | serenees 208,124,014 | ........ 192,159,656 |............ 9,314,907
9. Claim reserve December 31, prior year from Part 2D:
9.1 DIFECL....oeeeeetctcrc et | series e 0 [ oo e | e | e | ettt | ettt | sesseseni et enes | srestess st ententenes | crenne s neninens | erentess e ens | sttt | seeenen e

10. .

11. Amounts recoverable from reinsurers December 31, prior year.......... [ cooeocereicreienans

12. Incurred benefits:
12,1 DIFECL..o ettt | creae 1,130,217,456 |..... 1,016,485,776 |..........70,924,464 |.......ccooovvvvecen0 o0 | 42,776,915 | ..o (O 0 [0 [0 |0 [0 30,301 | 0
12.2 ReiNSUraNCe @SSUMEM........c.euuiereeriumiriineineesssiesssessessessssssessens | sevtesssessessessensenenns [0 0 [0 [0 0 | (0 (O R 0 |0 [0 |0 |0 0
12.3 ReiNSUrance CeAEM.........cocueviuiviieiiniireireiseeineiseieeseissiseisenes | enessessens 2,527,658 |............ 2,325,515 | ..o 202,143 |0 0 [, (O I [ I 0 |0 |0 |0 |0 [ 0
124 NEBL..oo s | erees 1,127,689,798 |..... 1,014,160,261 |..........70,722,321 |....cccoovnvincnnn0 |0 | 42,776,915 | ..o, (O 0 w0 L L0 30,301 [ 0

13. Incurred medical incentive pools and boNUSES.........ccccveveerererecrieenes | coerrnane 26,412,095 |.......... 25345478 | ..o [0 [0 0 [ 1,066,617 | .o [0 (O (L R [ R [ [0 T 0

(@) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR
1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health
. Reported in process of adjustment:

1 DIFEC ettt | ceenaenens 45,773,425 |.......... 42,260,679 |............ 1,849,055 | .ooieieeereereeeies | et | eevereenan 1,863,897 | ovoeecereeeeeereeieeiens | eevevesiesieeieesissneiees | ceveesaessesssessessssesaes | estessssinssessessessaensas | eeseesiessiesssseesestnses | sressessessesaestessansteses | stessesssssensessn s snes
1.2 ReiNSUranCe aSSUME..........cvueviveireereiiieiieieieieseiesssiesseseses | sevessessssssessesessenes 0 | e e seiesens | creserisressenesssesienses | seressssesieseseniesieseses | seresesessessssessssestenss | eressssessessssesessssess | resessessssissesesesssnsens | sesistesiessessssssestesins | srsesessesiesstesesensnses | sesessessssissesssessessenss | seseetesesesesesesinsnts | retesesessstesesesnans
1.3 Reinsurance ceded

1.4

. Incurred but unreported:

2.1
22
23
24

Direct

Reinsurance assumed

Reinsurance ceded

. Amounts withheld from paid claims and capitations:

3.1 Direct 9,963,798 305,980

3.2 ReiNSUranCe aSSUME........c.uuueerrrrereererinrinenserseessnssenseesenseneens | nenessesssessessenneninesd | renneeseenmsinsinsinesnsins | resesseesessessessesseens | soessssssssssssesssssnessesss | sonsenesessnssssssenessnses | eeeesessessessessessnesens

3.3 ReINSUrANCE CEURM. .......curvrreriiiiieiieiiseissiseesssississssesiessssssenes | seviessesssessesenssnine 0 [ oo e | e | e | et | ettt | esseseni e st enee | sressess st ens st entenes | crenne s neninens | ersentess st ens | sebrstens st | seeenen e
B4 NEL oot | estesens 10,269,778 |............ 9,963,798 | ..cooveererrirrirrines [0 (0 [V IS 305,980 | .oovierrirrieineens (O T (O (0 [0 O (0 (0 0
Totals:

s T - OO OSSOSO TOTRRTRPRRIY BERTN 210,560,323 |........ 193,016,204 |.......... 10,403,250 | ..oovvererrrerinins (0 S [V I— 7,140,869 |..oovvoverrrrrrris (O (O (0 (0 O (0 [0 0
4.2 ReiNSUraNCe aSSUMEM.........ccwurerrnrerrernereeeeessesseseseessssessseens | seeesessesessssessessnnes (0 O (0 (0 (0 S (0 (0 (0 (O (0 O (0 O (0 O (0 0
4.3 Reinsurance ceded........coovrininiiieneieesse s | i 10,767,789 |............ 9,906,663 |.....cccoenne. 861,126 | ..covererrreieri (0 (O [V O [V PO (O (01 (0 (0 (0 0
44 NEb. .ot | i 199,792,534 |........ 183,109,541 |............ 9,542,124 |..coviiiiicinnnd [0 R 0 [ 7,140,869 |...coovvviiniiiniiniinnns (O (O 0 | 0 s [0 I [0 I 0

........... 154,517,120 |........140,791,727
............................ LU PO
............ 10,767,789 |............9,906,663
.......... 143,749,331 |........130,885,064

............... 861,126
............ 7,693,069

............ 5,171,198
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year

1. Comprehensive (NOSpital AN MEUICAL)...........ccccurvirieeeicic ettt sttt ss e st ettt saness | evsessessenssessessestansans 147,794,495 | oo, 875,764,007 |...oovvcvrerrerererrennnes 14,890,585 |..ooevereereererennnns 168,218,956 |....cevevvererrereennnns 162,685,080 |....cevvevverreerrerrennnns 192,159,655
2. MEICArE SUPPIBMENL.........eeeeieeieeecee ettt et bbbttt b sttt bttt es st en st essessansansans | saebaessssssesessasssessanseses 7,255,101 [ .oooveeeeeeeeceead 63,240,003 | ...ovrrerreeeieeieeeeeeiae 131,348 | oo 9,410,775 | oo 7,386,449 | ..o, 9,314,907
3. DBNEAL ONIY.....vuiececviecteie ettt ettt st ettt b bbb e bt b et bR AR At b et bR AAe A b b st st e A b be b et et s et b s setetesaetesas | 4bebinsetebieaetets s tsssaetetestebesssaesans | ebseietebestetessetessetetesessetesssanteteet | nbessetetestesetasssesssetetebestebessnantasses | debresetetentetesseaessetebesessetesssntetens | neetetesestesessnetetetebesesentessnantesad 0 e
A VISION ONIY..viviiiiieiice ettt ettt ee s bt bbb s et e a4 b s st e b e b e bbbt s ba AR A s bt bR AesA At b st s s e e et ba et ebes s esns | Seuebesesetesasnsesentebesa s st s ssesesestes | nebesessntsassetesestesesassses s sesesesansas | Sresesesessetassesetebensebess e tssesebesestens | nebebesasintesissetesestes et s et esansesesesanaes | sbesesisetisstete s s et s s et e s s eaesanand 0 oo
5. Federal employees halth DENEFItS PIAN...........c.cceiriuciiccecs ettt s b n s ssnaas | svessesssessesssen e seeseseaen 5,070,077 | .ooovereieeeceenas 37,215,420 | .coovvviereeeeeead 684,239 | ..o 6,456,631 |..coveeeiereeeienes 5,754,316 | ..ocovvieiereeerenes 6,649,452
6. THIE XVHI = IMEAICATE........cvveieiceeeeette ettt et bbb s bbb b as bttt s b sss s b st ssensesas | sbessesastasssssesssassassesssestesebassessass | suebssssssessessssassestessstessessebssesssbaess | Hesessssssssssessssasssstesestessessessssessnnes | ebsesessestessesessesassssessssessssessnsansns | sesessesissssessesssesseseessssessensssanen 0 [ oo
7. Title XIX - Medicaid

8. OHNEINBAIN.........oeceee ettt bbbt s bRt ss AR s e s b b s bbb R bt b bs s eebeebaees | Shttesbebeest st en s st st st btensententannss | stenbintnstestent st ensbentantanteas 30,307 | it esieeiiens | eereres sttt s st b st ensesssntiens | aebssssanet st s sttt st tned 0 [
9. Health SUDLOLAI (LINES 110 8)......uvuiuiieeiieiiiieie ettt bbbttt ss s snsns | ebsessen st s e ssessneas 160,119,673 | ..o 976,249,731 | oo 15,706,172 | v 184,086,362 | ....oovvirrerriririiiennas 175,825,845 | ..oovovvveiiiicicin, 208,124,014
10, HEAINCATE MECEIVADIES (B)......cvvcveieeiceicrei ettt st s sttt et bbb s b s s et st es et ssensessssessessssassassnnss | avsesssesiesetessessssssessnsssssnsassnsnntans | sbessessesessensssessessneesans T.515,389 [ 1ot sinnes | evsssssssresssses s essestssssssssnans | eetessesissieres et es s snsenea [0 U 7,167,263
T, ONBI MON-NEEIN. ..ottt s st sttt s bt s s s e s st e st essssesastesnssesans | sbsssessssassssesassassassessstestessebnsestns | stessesissestessssassestes e bt e baebessesaestens | Setessesnsntesntestantes st s nnaesensesente | eviesessestesintesssteetsse s tensssesassansas | netestesstntesaetssenaesee s ssentensesanee [0 OO
12. Medical incentive pOOIS aNd DONUS GMOUNLS...........c..cvuiueieeieeieee ettt sttt s sttt sasnssbans | evtessesssssenssnsseseensaeses 27,836,262 |...oovvreeeeeereieererans 1,578,204 | ..ocovreeeeeeeeraas 3,270,123 | ..o, 42,885,179 |..oovoeveeeereeeeeein. 31,106,385 | ..oocvereerrereieereians 49,157,673
13, T0talS (LINES 9= 10 + 11 4 12). ittt ettt ettt et ettt s st sttt et st s et st st et anssensssenssessansensenssessensanss | sossisssessnnsssssssssssanes 187,955,935 | .o 970,312,546 | ...ovoierreeerans 18,976,295 | ..o 226,971,541 | .o 206,932,230 | ..o 250,114,424
(@) Excludes§.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
S 1o OO OO 180,471 | oo 193,619 | oo L A 195,689 | .ovuvveveerereeireiinsseseiesissenis 195,836
2. 2007 ittt et R e R s bR A A bR R AR SRR b st bRt A bR bttt et st s e e st et et s e 1,035,933 | oo 1,211,488 1,216,311 1,217,177 1,217,201
3. 974,433 | ... 1,150,173 | ... 1,152,690 | ... 1,153,357
A, 2003t ettt sttt en st s st nt st saassesseessessessenseessessessenssessessessinsinss | sessensessiessensnssenss KB rrrereereeseensenseesienes | seversessesssessessesse s XK ettt ettt tenies | sressessessesae st es st see s sanes 892,612 1,093,840 | ..o 1,094,583
B 2004 s bbbttt st en b e st en s st s s st s ssestaessesessnnnsesestentens | sessessessessessesenss KK unsteerensiesennsnsntnns | eevereesseseeseeseess XK Kottt sesaenns | eetesssns st ses XXX oeeteeeveiesieeiei | e saes 900,314 | oo 1,086,691
8. 2005, ...ttt ekttt E s Rt s Rk A bt b ek Rk et n bt n s st st st entensessnenententnsnsensentenssensesentnsinns | eessensensenssensensanes XK ernnnrenrrsensnsnsnnas | eerersensessnessesessee XK arsrntensansanssansansensas | ansssssssssassassassans .S R [N XXX i | cereisisissss b ssnsnaaes 970,312
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
L PHIOT ettt bbbt be e bR b et b bbb A bRt e b e b e bbbt s s st s b s s sttt | Hiebiesaesiie st b s et bttt see 220,781 | oo 199,016 [ .vveveeveererereereee e 195,425 | oo 195,689 | ..vocveeieereieieiese e 195,836
2. 2007ttt RR AR et bbb a b s bbbt n bt n s st st senns | cheebsbeest st nes 1,219,590 [ .o 1,239,484 | ..ooooeeeeeree s 1,217,248 | oo 1,217,218 | oo 1,217,201
3. 1133457 | oo 1,162,193 [ oo 1,153,309 | oo 1,153,372
4, 1,126,764 | oo 1,105,637 1,094,922
5. 1,145,140 | ... .1,105,313
B, 2005, ettt sttt ettt ettt ettt ettt et A et e st s sttt ensneses et s enssstessssnsssnsensesansantensesnsessnsntenenies | sesserenensensersnnerses KKK ursenrersnranessnrennsnnes | eeerenrerensensessesenses KK usrrensnnersenrnsnnenrenas | ereresrenensensessnsens s Kusnsenrerenressesennensonns | erenreneransensesssrers s XAKarrrsrenerenssnnennnsens | sessessessnsssesssesteseesnssssassssans 1,197,284
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1. 2001 e | e 1,358,762 | ..oooveververrerriinnnns 1,217,201 | oo 14,027 | oo 1.2 | e, 1,231,228 | oo, 90,8 | vvurvererrerieriese e sesenes | e | neresses e 1,231,228 | oo 90.6
2. 2002 | e 1,290,524 | ..o 1,153,357 | v 12,617 | e I T O 1,165,974 | oo, 90.3 | oo T4 | e | s 1,165,988 | ....cvvevverereerierienins 90.3
3. 2003 | e 1,359,511 | v 1,094,583 | ..o 67,658 | ..oeeeerrrereieersennns 6.2 | s 1,162,241 | oo, LT 391 | e | N 1,162,633 | oo 85.5
4. 2004 | e 1,399,007 | ..ovvveereeriieienne 1,086,691 | ..covvveeeee 84,931 | oo X T 171,622 | oo 837 | o 18,571 | oo WAL [ 1,190,991 | v 85.1
5. 2005.....ciiiiiieesieseisiesenens | e 1,437,894 | ..o 970,312 | oo 59,462 | .o (I I 1,029,774 | oo 716 [t 226,971 | .o 4112 | 1,260,857 | ..o 87.7
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
S 1o OO OO 143,223 | oo LK I R 154,600 | ovovvrerreerieresneieresesnesssssneenens 154,938 | oo 155,080
7 O 854,542 | oo 993,630 | .ovovvercreeeereee s 997,559 | .o 998,406 | ....covvrereerirereeeiee s 998,435
3. 880,207 | ... ..1,039,836 |... ..1,042,068 | ... .1,042,686
A, 2003t ettt sttt en st s st nt st saassesseessessessenseessessessenssessessessinsinss | sessensessiessensnssenss KB rrrereereeseensenseesienes | seversessesssessessesse s XK ettt ettt tenies | sressessessesae st es st see s sanes 808,024 | ..o 995,258 | ..o 995,787
B 2004 s bbbttt st en b e st en s st s s st s ssestaessesessnnnsesestentens | sessessessessessesenss KK unsteerensiesennsnsntnns | eevereesseseeseeseess XK Kottt sesaenns | eetesssns st ses XXX oeeeeevciesieeieei | e 812,611 | oo 986,237
8. 2005, ...ttt ekttt E s Rt s Rk A bt b ek Rk et n bt n s st st st entensessnenententnsnsensentenssensesentnsinns | eessensensenssensensanes XK ernnnrenrrsensnsnsnnas | eerersensessnessesessee XK arsrntensansanssansansensas | ansssssssssassassassans .S R [N XXX i | erreisesissss s bt ssss s 869,788
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2
Were Incurred 2001 2002
S 1o OO OU T ST (T N 158,184 | vovvereeeererrereisrsennenenn 154,686 [ v 154,938 | 155,080
2. ...1,006,431 ..1,019,950 | ... ....998,435
3L 2002 et a bbbttt et s st s s ensensesensentessnsentensssennes | senrensesensesessesenss KK Kun et 1,026,052 1,050,745 | oo 1,042,652 | ..o 1,042,696
A, 2003t ettt ettt ettt sttt ntenssestesses e sanses s snsssssensenssessessansensnssnsnnss | sessensesseessessessens s KKK errrr e ressenssessenseenes | eereereesesseseseess e KKK sttt | sesaesaes ettt 1,025,665 | ..oocvereeerereieeieeee e 1,006,410 | .ooocveereeerercreeeeeeeseeeian 996,109
B 2004ttt bbbt bbbt s st s sttt sstensaessensessensessestans | sessessensiensessesenss KK unrrenrenssesessessensaens | eeveeseenseseeseeseess XK ettt e seesrens | eesebs s b nnes XXX ottt ieriesiens | cvveseesiessseses e sens 1,040,630 | ..ooooviveerreieee e 1,003,934
8. 2005, ...ttt ettt h Rttt Rt kb skttt bbb ettt an e nses s ten s sentensntannsensentensnnenenns | ensensensenssensensense XK ennnrnrnsensensansianes | eerersersenssessesenses KO arsrntensansanssesessnsss | anssssssnssassassnsaas D0, S TINT DR XXX oiiieisiisiississiienes | consrsssssisss s esssesses s 1,079,160
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2001 e | e 1,136,608 | ....cooevveererreierinnns 998,435 | ..oveveieeieieei 12,515 | o 1.3 | 1,010,950 | oo, 88.9 | o | et | e 1,010,950 [ .ooivereriercereiers 88.9
2. 2002 | s 1,180,716 | oo 1,042,686 | ......ccoverereririernne 11,429 | o I T O 1,054,115 | oo, 89.3 | e 10 | oo | e 1,054,125 | oo 89.3
3 2003 | s 1,240,028 | ....coovveerereierininns 995,787 | coevererrereieeineinia 61,558 | oo 6.2 | oo 1,057,345 | oo, 85.3 | oo 322 | e I N 1,057,668 | ..ooovverrrirereierierierins 85.3
4. 2004 | e 1,277,304 | oo 986,237 | .eveerereeeieeeieiee T7,322 [ oo X T 1,063,559 | ..oovveeieercreeeeee e 83.3 | e 17,696 | oo 738 | oo 1,081,993 | .oooveevceeeeeree 84.7
5. 2005.....ciiiieieeeiereeieierenens | e 1,303,830 | ..o 869,788 | ..o 53,502 | oo [ I 923,290 | .o 708 [ oo 209,372 | oo 3,691 | 1,136,353 | oo 87.2
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1.
2.
3.
4.
5.
6.
SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
1.

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2001 e | e 37,629 | .o 33,848 | oo 238 | e 0.7 | o 34,086 | ...cooovrerrererereiein, 90.8 | ovurverireeiresieee e sesenns | e s | eeres st 34,086 | ..o 90.6
2. 2002 | e 63,326 | ..ooveereeeierine 65,398 | oo B84 | oo 1.0 | e 66,082 | ..o 1044 | oo [ et | oereses et 66,082 | ..o 104.4
3 2003 | s T3775 | oo 61,696 | .o 3,830 | o 6.2 | oo 65,526 | ..oovoerierieieieeennis 88.8 | .o 2 | e | e 65,528 | ..o 88.8
4. 2004 | e 77,503 | oo 64,307 | oo ATA8 | o S 69,055 | .oeoveveerierereee e 891 | e 129 | e A2 | e 69,226 | ...cooovererrereeeereian 89.3
5. 2005.....iieieieeeiereeeiererens | e 83,083 | .o 63,240 | oo 3722 | o 5.9 | e 66,962 | ..o 80.6 .o, 9411 | 257 | oo 76,630 | v 92.2




Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

U & | Ex.-Pt.2C-Sn A-Paid Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Dental
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Vision
NONE

12.DO, 12.VvO
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1.
2.
3.
4.
5.
6.
SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
1.
2.
3.
4.
5.
6.
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2001 e | e 45,929 | ..o 42,756 | oo 396 | e 0.9 | oo 43,152 | oo 94,0 [ ot | e | oere s 43,152 | o 94.0
2. 2002 | e 46,482 | ..o 45,219 | i 504 | oo 1A | e 45,723 | oo 98.4 | o A | e | e LN 7 (N N 98.4
3 2003 | s 45,708 | ..o 37,034 | e W24\ N N 7 39,304 | oo 86.0 | .o B7 [ e | e 39,371 | oo 86.1
4. 2004 ieeeereeeeeeeresreniees | s 44,200 | oo 36,112 | coveeereeeeeeee e PR3 I A T 38,973 | o 88.2 | oo L U 18 [ e 39,737 | oo 89.9
5. 2005.....iieieieeeiereeeiererens | e 50,981 | oo 37,254 | oo 2,238 | o (K0 [ 39,492 | .o N 8,188 | .o, 164 | 47844 | o 93.8
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

o kW=

(000 Omitted)
1
2001
............................................... 23,680
118,619

25,583
141,863

............................................... 25,662
............................................. 142,162

.............. 25,662
............ 142,162

................................. 25,662
............................... 142,162

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
S 1o OO OO 29,910 [ ovoevereeereire s 25,645 | oo 25,662 | .vvverireierisrieree s 25,662 [ .vvveeiierisrinsienre s 25,662
2. 137,915 | .. 142,179 | ... 142,162 | ... 142,162 | ... 142,162
B 2002ttt ettt et e a et en et s ettt en s ssessensanssnsansessnssensssannssnsasssessessassessnssessins | sersessesssessessereess B Kurstreserseesestssenssens | seessessessiesaessesaessesseesa st esssseesaessesssessesaes | esiesisssnseesesssnesestesseessessenseesenssestantansns | estistensestessensanssessesseesaes e ssens st e stensantans | sessessesseessesaesaesten st es s et ssenseeseeneens
A, 2003ttt ettt ettt s st et s s st nn st st ssesses e sansestnsnsenstensansanssesssnninns | sensensensinssensessenss KK rreeresrestes s tenstnes | seveestestensaesaenseneas XXX oottt iiesiieas | erveets st tessess e s e s st stessensans | eestestesseesaessesses s s s e s st es st baensestans | sebsessesaensaes st es st ettt s b st saentens
B 2004t bbbttt sttt s s s e saen s stentensstsesssnsennins | srensensensiessessensss s MK Kuesrestes s teseentens | srestestenseessenaensenes D 0.0 GOSN DRV XXX ettt iesesiess | eetese s s st s bbbt tes | estestesa s s e s e bbbttt ans
8. 2005, ..ttt ettt bttt ARt AR st eE st h Rt bttt s st st st ntesentnnnsenntentannnnsenansens | ensensnsnnsssnsnsss KK rtesentessenssnrsentanes | ensestessasssensensaneas D0, SR [T D0, S TINT DR XXX oiieisiisississienes | oevesssssess e seess s bbb e nans
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2001 e | e 138,596 [ ....covevveerrerrereiieinns 142,162 [ oo T4 T N 0.6 | oo, 143,040 [ .oooveeveeeeee 103.2 [ oo seseies [ et sasins | oeresieses s 143,040 | .oooevereceeeee 103.2
2. 2002 | st | eesesese ettt ses | sestessessenssen st sns e st ssens | sressssestens st s s s ens s 0.0 | oo O 0.0 [ | e ssssessese s | cnesesessesesesssssssssssssensnsQ | s 0.0
30 2003 | st | eeses e ettt s ses | estessensaestes st ens e s e essens | stessnsestens et et essensanssena 0.0 | oo O 0.0 [ oo | eervesesinssssssssssessensesesensens | cnesesesssesessnssssssssssssensnsQ | s 0.0
B 2004....coeeeeeeeiereessesiesinnes | ereererisssesesesssessss s sens | eevessssensessesssesssssessessssssessanes | srsessessessssssessasssssesessssnsnses | ersessessnssessensssssessesseeseens 0.0 | oo O 0.0 [ oo seeesiesssns | ereeesessesessssesssssssssessessesssssans | srensessessessessssssssssensssnsenseld | cessersesisessesssssensesssnseese 0.0
B 2005 et ssessesieens | eeesseressiresessesssenssssessensesaesans | seesesssessnssesasssessnsnssansansansns | sassessansisssessansanssssssssnssnsansanns | stossenssssensnsansssssssansessans 0.0 [ oo (O I 0.0 [t eeiestesisiens | ereessesssssssssssnsssssenssessensensans | cressssserssnsnssssssnssnsnessnsanseeld | cessssnssnssessensansisssssssnsensans 0.0
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
S 1o OO OO B8 | oo B53 | v A . 747
7 o OO e [T U O
B 2002ttt et et R e s e AR A s s e s s s s s s R s s s st s seesaesseetens et ant st sanrtentns | sreseestesseeseeseeneanes XXX oot vevterierieresesen | eevesesesses s seessssse s sssssess e s ssesssssessnsanns | eeveessssasssssssssssasssessss e ss s ss s stssessestanns | erssssssenssestestessnstes s st eessensessssaesaastentanes | evsessessensaeseesaes s e s s st ess e st en e seeseessenen
A, 2003.....eeeeeceeeee ettt ettt bA et b A A et RR A s st n s s e st s e e s s s s b et s s sttt seetantanseesantants | sevaesaestensaeseesaesaes D 0.0 GO IRV XXX oerteeeeteeiseeeeiesins | ceteeiee i ses e tes st tessesssessss s stessssssstnes | evsessssesssassessessssssessessesssessestessaessestensanss | ebsestessessaesaes s st s s s e st st s e s et ensensnen
B 2004 bbbt A A bbb R Ao s s bR e bR a b b s s Rae s b e b e st b e s st et baestntns | srestestessiestessesanes D00 GOSN DRV D0 GRS XXX oetsetrteiiesteeiesins | ceveeies s e es st ses s st bestnns | ebtestestesssesses st e s sttt en s
8. 2005, ... ettt ettt et ekt et E e AR s koA Rt E ARt RE ek et e Rt sk sk ee At st e s e b et st st s b sen st nnnessentnntnns | essentstensaententenees XXX ootierierienrierisnenes | eresseessessiessessnees XXX oerierisrissieniesienis | coreereesisssssssseseans .S R [N XXX eiieiieieiiieiesiens | eereiessess e seesss e es s en s s e
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
S 1o OO PSPPSR L O A A O . A 747
/2 o OO [ [ U O
B 2002 ettt et s et ene e s s s a et sttt s s s s s s s s st s sen st seres st st saessenaentnsanrtans | sreseessesseeseeseesaanes XXX e ereeteeteesieees | eeveeteetes st ss s tes s eesaessssssesaesasns | eeveesassessesses s saessasseessessessens e s sessensanes | ersessssensaassessassaeseesaee e saessessnsenseessensanes | svsessessensaesaes st et s e se s en s s seenen
A, 2003ttt ettt RA ettt et s At en s s st e s s see s ettt bt st estenssessestensensnsinnes | seveesaestensaeseeseeneas D00 GO IRV XXX oottt iiesiieas | erveets st tessess e s e s st stessensans | eestestesseesaessesses s s s e s st es st baensestans | sebsessesaensaes st es st ettt s b st saentens
B 2004ttt b R e e a bbb R AR bbb e bbb ee sttt en st taestns | seestestensiesteseenanes XXX oo | v D 0.0 GOSN DRV XXX ettt iesesiess | eetese s s st s bbbt tes | estestesa s s e s e bbbttt ans
8. 2005, ..tttk et bt ettt h s R Rt et Rt o8t R E At AR R b e st ee et et ettt nb st st ens s ntens s entanns | eniensentensensenteneas DS SN [N D0, SR [T D0, S TINT DR XXX oiieisiisississienes | oevesssssess e seess s bbb e nans
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 200 e eieiieies | eviesesesie et sbnns | srtesiss sttt ses | sbssss st es st s st ns e stenans | nebeses e bbbt 0.0 | oo O [P 0.0 [ oo | et sens | st 0 [ o 0.0
r I S SR S I I NE ..................................... X N KR S 0 | 00
30 2003 | st | reseses ettt s | sestessensanstessentanssesessessesessens | srssssnssessensnsnsessessenss B Ol o N W 0.0 [ 1o | rrirsessss st sesesens | sressissess sttt (0 IO 0.0
B 2004....coeeeeeeeiereessesiesinnes | ereererisssesesesssessss s sens | eevessssensessesssesssssessessssssessanes | srsessessessssssessasssssesessssnsnses | ersessessnssessensssssessesseeseens 0.0 | oo O 0.0 [ oo vesseeeseessens | erseesssisssessess s sses e seesessens | sressessnssesassessisstessenseeseesen [0 0.0
B 2005 et ssessesieens | eeesseressiresessesssenssssessensesaesans | seesesssessnssesasssessnsnssansansansns | sassessansisssessansanssssssssnssnsansanns | stossenssssensnsansssssssansessans 0.0 [ oo (O I 0.0 [ oo esieesiesiesiens | eresessesssessesssnsaesssssnssssssessnns | sressessssssansnsnssensessensesssesand (01 I 0.0




Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

10?1

IS T o

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

o kW=

SECTION B - INCURRED HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

2
2002

3
2003

4
2004

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1 200 e eieiieies | everesesse et snbnns | srtesiess sttt sts | sresss st es st s st ns e stenans | nebesesee bbbt nee 0.0 | oo O IO 0.0 [ oo | et sens | st 0 [ o 0.0
2. 2002 | s | aereres st BA | o | e 0.0 | oo L R 0.0 [ oo | et enns | et L RN 0.0
30 2003 | st | et BB [ cvovreirerreeeieriesssstensenenieni | e nes (00 T (3 0.0 [ 1ot | eresrss s sesensns | et 3L S 0.0
B 2004 eeeeeeeeiererenserennes | ereererinees s sssnniens | sesressee st esseeseens KT SO BSOSO 0.0 | oo KT 0.0 [ oot seeseeereesesns | ereeeresenssessesesesseseessssseseneens | sressessnss s st enseeneens KT 0.0
5. 2005 . i eeesesessressesieens | eeeresrsssssensssssssssssnssnssssssensas | snssssnsenssansansenstensanssnsasseas KO o OO 0.0 [ oo K10 0.0 [ oo ieesiesieniens | ereesesessessssnssnssessessesssssssssans | cesnsssssssansnsassesneensanssenans KO 0.0
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9 10 11 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Stop Disability Long-Term
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
POLICY RESERVE
1. Unearned premium IESEIVES..........ccveveuevieeressessesessesssessesessessesens | cesessessssienas 2,214,190 |...ccoovveee 2,214,190 | 1o | et | eveesese s issesens | erisreseesessesessssssssieses | esesessessesissesesissessns | srestesesiesessesessestenieses | essesisiestesesessesinsssens | sreesesessssestesissessessenns | sessesessessessessstesieseetens | sreesesesiesissesessssensesas
2. Additional POliCY FESEIVES (8)........eviverrereerireiereresee s s seseesssaesees | eeveersssesaesssssssessnsenaes 0 [ ooeereerereeereesinneiies | e sesssessesines | eeesessssistesessesinsesens | srresissesiessssssessnsesenss | ersesessssissesissessissesins | seesessesnssessstesinsessenes | ersssesississesessstissesins | sresessesnssessssesesesines | sessesesesssssssessssinsesies | seesessessnssesessssessesiess | sestesesnsesssesssnsanees
3. Reserve for future contingent benefits............ccveeeiriiniieeeieens e 0 | o | e nernnes | seereresises s neeresietesens | eerereserenessssseeseetens | ereeesereseresesssnssnntes | sresesesesisesesessssesesinns | nerereressstesssisetesetesess | ereereressnessssssesssetes | stesesssesisssesesssiesasenne | nereresesessesesssesesesesens | seseereresseresssiseteserenes
4. Reserve for rate credits or experience rating refunds
(including $.......... 0) for investment INCOME.........ccevevevveierereieiieees | e 4,500,954 | oo | e | e | s | cresreseiinns 4,500,954 | oo e | e sen | srerisseseses e isseseses | seesesssnsesssssesiesinss | seeresesees e senaeranes
5. Aggregate write-ins for other PoliCY rESEIVES........ccevevieeeevcrerinieis [ ersisesiersissesssesnaas (L R { N [ {0 [0 R [0 R [0 [0 I (L R (L [ N 0
B.  TOAIS (QrOSS).....vveureercrirceinserireeiseeri e esses s essssens | censsseessnnenss 6,715,144 |....cccccoeees 2,214,190 | (U RO (U TR (U O 4,500,954 | ....ocooveerirriiriennn. (O R (O R [V RN [V RN (U RO 0
7. ReiNSUranCe CEABA. ..ot | ererssnisnee s snresesas 0 | eeirirerrenrenensnenennes | erneeesennnesessssnssnssnes | seessssssssnssnesnssnsssnssnsns | sosnsssssnssensensenssnssensans | nessessessosssessensensesens | eesesessensnsnssesonssnsine | ansssssssnssnssnssnssensenss | snsessanssnssensensensssssenses | sesessessessessensenssnsnss | sesessessenssnssssessnnsnse | cesnsssssssansansanssssssneans
8. Totals (net) (Page 3, LiN€ 4)......c.ccovurrnsrecnnriinmirssinssrssseinssnensseenns | conensiennenes 6,715,144 |...cccccvenns 2,214,190 | 0 [ 0 [ (O 4,500,954 |...cooconiiiniininiinnn, (O O R (O RN [V PR (0 PR 0
CLAIM RESERVE
9. Present value of amounts not yet due on Claims............cccoeveevveerees | ceveevreeieceieieinad 0 [ ooeeieeeeeeereeerineeiies | creireeties et | erressssssesiesessesinsesens | sressssesiessssssesensssenes | ersessessssessesessessessesens | seesessessssessssesinsessenss | ersesessssessessessstistesins | sresessesisssessssesnsesanes | essesesesssssssessssinseses | sesesessesnssesesssssessesenss | sestesesensessseesssnsanes
10. Reserve for future contingent Benefits...........cocueveeevereiveeesiinees [ 0 [ oerereeereeeieerinreiies | eorerseesiesessesesesssisnes | eressssnsesesessesiesssens | sressssesiesisssssessnsestenes | ersesessssessesissesesesins | seesessessssessssesinsessenes | ersesesissssesessstinsesins | ereesensesnssessssesesessnes | sestesesessnssssessnsinsesies | eeesessessnssesessssensessnse | sestesesensnsesesssssanees
11.  Aggregate write-ins for other claim reServes...........ccoceeeeveeceiveccies | oo (L (L {0 {0 [0 [0 [0 [0 (L I (L () I 0
12, TOLAIS (GrOSS)..eurerrerreererreriresreessenesessesssessesseessssssssssssssesssessessessanssns | sesessessesssnssessessansseens (0 S (01 (0 S (0 [0 [0 [0 (I (0] S (01 S (01 S 0
13, ReiNSUraNCe CEAEM............couiumuiiiiciriireei i [ crssiss e 0 i e | | eoenssssnsnssssniens | osseesssssnsnessnsssssnes | srnosssisnssnnsssssnssnsoens | osnrossseenssnssnsessssnies | arsessssssnsssnsnsesnians | connsnsosnsesnssnssnssenies | oniesnissinsesnssnnensiens | seoniesnisssiensessssssinees
14.  Totals (Net) (PAge 3, LINE 7)....c.cvoveerecreeeceeeeeeeeeeeteeeeeeeeveeeieiens | cteveveseeeere e eresssnans {1 (1 (0 (0 IR [0 IR [0 IR [0 IR [0 TR {1 O (1 (0 0
DETAILS OF WRITE-INS
0507, oottt | et 0 [ e [ | e | e | e | st | s | st | crsseeni st | s | et
02O OTRTTT DO 0 [ cerreerrmermmenrnereneenes [ rererreesnnesseesssestnnees | neesseessmness s snestnne | sesssessssnessesssassssnsstns | seessssessesssesssanessnnes | seseesssessssnssssnsssenssns | sesseessessssnsssansssnsses | oeessessstesssanssessssnns | eessesssensssessssansstenssns | seessesssnnessseessanessenes | seseeessssssaesssesssenesans
0503, oot | e 0 [ oo e | e | e | s | st | s | e | cesseesienses s | oo | e
0598. Summary of remaining write-ins for Line 5 from overflow page......... | oocovoveeveccveeiciinnnn {1 O (1 (0 (0 R [0 IR [0 ISR [0 TR [0 TR {1 O {1 (0 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 above)......ccceeveres [ eoriireiiicisieccian, {0 P {0 [0 (| [ P [ P {1 P (1 I (O [ [ 0
T10T. et | ceres et 0 [ e [ e | s | e | s | st | s | s | cessessienssssss s | oo | s
1102, ettt | et 0 [ cereerrremrieerieneeeis [ e | e | et | st | st | sttt nenes | st | cesseesi st nnni | sttt | shieens st
1103, ettt | eeernen st 0 [ coreeerrenmmeereneneeses [ rereneesnnesneesssnssnnees | eresssessmnessesssssestane | sessseesssnessnsssassssessts | seesssssssesssnessensssnnss | seseesssessssnsssansssensins | sessesssessesnssssesssneses | sreessessssessssnssassssnes | eessesssessssessssensssessns | seessesssnessseesssnessenes | sesesesnesssnssesssenesans
1198. Summary of remaining write-ins for Line 11 from overflow page....... [ .occoeeveeiivecreencnee. {1 R {1 R (0 R 0 [ 0 | 0 [ 0 [ 0 [ 0 | {1 R (1 R 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @bOVE).....cccvrerene [ovvinsirnsiiisssisssiiennes [0 R [0 R (O R (I O (O O O O O [0 R [0 R [0 R 0
(@) Includes §.......... 0 premium deficiency reserve.




Statement as of December 31, 2005 of the Blue Care NetWOI"k Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C<1)st OtherZCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent($...... 0 for occupancy of OWN BUIIAING)........cccevereererieereeies e eeessseeseses | cvveverienenns 999,629 | ..ccvvvveen. 819,597 | ............ 2,975,930 | .ooveverererceeereeenens | v 4,795,156
2. Salaries, wages and other DENEFILS...........ccvveeveieieicsesees e snssssenes | everenns 29,951,627 | .......... 13,010,751 | .......... 57,602,447 | ..ccvvnnen. 111,213 | ........ 100,676,038
3. Commissions (less §.......... 0 ceded plus §.......... 0 @SSUMEA)....cvveereerrerereisreeiesnisnienees | ereerenseeesiesesesssenses | eosveesessesesinsssssessens | cosseenns 30,678,441 | ooeveeeeeeereeereenins | e 30,678,441
4, Legal feeS aNd BXPENSES.......ccvveeviercreieee e ee st es s tes s sssss s s sssssssessesenses | sevessessissessssnssstesinses | eeresensesessesssssessssenses | eevesieseesessenns 24,709 | .ooviveeeeeeeeceeenes [ e 24,709
5. Certifications and accreditation fEES...........cc.rmrrrnnrinreresneressseeessenesnsees | e 97,894 [ ..oeeecriereierireenes [ ceveerrinennnesiesninens | e [ e 97,894
6. Auditing, actuarial and other CONSUIING SEIVICES..........ccevveverereerererreesisiesseressssessenens | eevereseesenns 191,053 |.ovvvirrerne. 12,972 | .o KIVL Y (0] 1 IR SRR 3,456,734
7. TraVeliNg EXPENSES.......ccvoiveevieeeteeieiseteies e tes s st s s bes s s sassssssssssssesssssnss | sevsesesssesnd 655,941 | oo 104,943 | ............ 1,609,969 |.....cccoovvrveceee 2,128 | .o 2,372,981
8. Marketing and adVvertiSing.........ccccoveveeeeieeeseseees e nerenens | ereeesenea 266,240 | ..oooveverieiriinns 37 | o 4,565,943 [ ..o | e 4,832,220
9. Postage, express and telEPhONE............cccvuevvevcveierieeecesee e seesssnenes | eeveveeeiesenes 196,940 |..coovvvvnne. 10,291 | ............ VALY & 432 | . 2,859,934
10.  Printing and office SUPPLIES........ccvuevveeiverereereeeeeee et sesssssssessesesssssesnsees | sovveessesinnas 521,906 | ..cvvvneee. 118,314 | ... 1,995,524 | ....oocvvvrrrrnnns 484 | ............ 2,636,228
11. Occupancy, depreciation and amortization..............ccoceeeveevereesieeesieresisseeseessseseneess | cvveesenennns 736,722 | v 334,393 | ............ 2,737,998 |..coovvverne. 7751 | oo 3,816,864
12, EQUIPMENE. ...ttt sssss st sssssesssssssssnssssssssnne | evsvesmesssneees 69,165 | ...vvorrrrrrnnns 41,348 | v 127,443 [ oo | v 237,956
13.  Cost or depreciation of EDP equipment and SOftWare.............c.cccvvevveiverervcreceeereeeeeseens | cververienns 3,721,470 | v 145425 | .......... 15,202,301 [ .oeveireerires 1,182 | .......... 19,070,378
14.  Outsourced services including EDP, claims, and other Services............ccooueevvcreveniceeces | veveeven. 15,806,316 | ............ 3,830,403 | .......... 25,580,855 |..ccovvverrne. 69,133 | .......... 45,286,707
15.  Boards, bureaus and assoCiation fEES............oveueierieicirieeeesesee e | e 246,880 |...cocoerirnnn 7226 | oo 885,848 | ..o 291 | oo 1,140,245
16.  Insurance, eXCept ON real BSLALE...........ccccveveveeeeicce e | ceeseeseesensenans 33,934 | 11,927 | oo 345,013 | oo | e 390,874
17.  Collection and bank SEIVICE ChAargES..........ccviuevievriciieiceie et sssssesssenns | sevsssisssssessessssessesess | evesissesessssessssssinnes | oevesiessesnns 191,122 [ | e, 191,122
18.  Group service and adminiStration fEES.........coceiciiriiiriieieeeieeeessse e ssseseses | cresesssesssssesssessens | sresssieseseessssssesiens [ esesiesissesessesssesnnns | veresesssessssssses e | e 0
19.  Reimbursements by uninsured accident and health pIans...........ccoconnninrinnees | rereirinnsneneneiees | e [ e [ eeeseesesssssssssssesesees | sonsesssssssessnsssessesens 0
20. Reimbursements from fiscal iINtErMEIAMNES...........c.ovuureiiiiirireirriirenereiseesiens | reiersiesinsimesiesnnens | s [ connsnssnssensesnsses | veressnessssesnesnnnes | oo 0
21, Rl ESIAIE EXPENSES. ..ottt sest st ss sttt sss s ssesssssnnns | retsessestesssnssestessnnsies | nernesneenesesssssessnstens | sesestessessessesesesnees | seestenssestessesssestessenses | setessesssessesseesaessanes 0
22, Rl eStAte tAXES.......cuciiirric st | et siesinnnns | srtessinsessnss s [ s | e | e 0
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUTANCE TAXES..........ovrireiniierireiriiesiise et risssssesesessisssesens | corniisesinniisnniesinsins | veriinsssnsesisnesssssenes | seressmmnseesens 48,841 | ..o [ e 48,841
23.2 State PremiUm tAXES......civiieiiieieicisieeies e sssessessssesssssesnss | sessessnssessssanssssessssiess | sessssesssssesinsesssessnnss | seessessessssesesessssenses | erisesenesesesssesnnnes | s 0
23.3 Regulator authority iCeNSES aNd fEES.........cveviveevceireeieees s esississeneens | crerssisseseissesissessens | cosveesssesssississssessens | erssensesins 185,518 [ .vveeiereeeeeveveen | e, 185,518
23,4 PaYIOll tAXES.....ccouurirerierrrieisiierieessieseee st essssess s ssssse s ssssesssssensessies | evnseesnes 1,671,248 | oo 782,587 | .ovvvvrnee 3,371,046 | ..o [ v 5,824,881
23.5 Other (excluding federal income and real estate taXeS).........ccvvveereeninrieieieeien | eersrnieesineesieenens | eeereseesisessessseiens [ ereriesisesesssessssnnes | ceverssssesssssesesessonses | ervssieseseeessesesens 0
24. Investment expenses Not iNCIUAEd BISBWNETE..............covcueicreveiiereeiceceieceeeeesessenees [ eerinesieeieiesieeeiiess | e | ceeeresiesesssiessseseeses [ eresessessssssessssesessssess | ceeveresiesesesessesesenns 0
25.  Aggregate Write-inS fOr EXPENSES.........cvcvrrrieeiierierese s sesssessessssssssens | srssessnes (3,614,296) ................ (44,847)| ........... (1,496,683)] oo, 0] s (5,155,826)
26. Total expenses incurred (LINES 110 25)........ccveeveerieeeereiees e vssessessesssssseneens | eveenenns 51,552,669 | .......... 19,185,367 | ........ 152,537,245 | ............... 192,614 | (a)....223,467,895
27. Less expenses unpaid December 31, CUITENt YEar..........cccvvvveiviereeeeereeereeeeeieeveens | eveevevenns 3,579,119 | .o 1,331,972 | .......... 33,364,805 [ .ooeoeveerereerereiiveen | e 38,275,896
28. Add expenses unpaid December 31, Prior YEAr...........ccceuevivieesiieeeieeeeiee e | evieievenns 3,870,649 | ........... 1,504,449 | .......... 30,018,266 [ ...coevererereerererviveen | e 35,393,364
29.  Amounts receivable relating to uninsured accident and health plans, prior Year.............. [ ceceveieivieiiicciiees | e | [ | e 0
30. Amounts receivable relating to uninsured accident and health plans, current year.......... [ oo i L, [ eesieniesreseeeenssiens | eeeeresessnesisssnesnans 0
31. Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)..........c.coovvvererrees | cvrrnnns 51,844,199 |.......... 19,357,844 |........ 149,190,706 |............... 192,614 |........ 220,585,363
DETAILS OF WRITE-INS
2501, RECOVETIES.......oormrirreierieesiieriessesesssesse st ss st ssssesssssssssssssssessenses. | sessssenens (4,224,151)] v (75,920)] .......... (1,645,858) | .....ovvvvveerierrirecns | e (5,945,929)
2502, OtNET...cooeeerrecreeeeces et ssss sttt ssssssssssnssssesssessssnnes | sosssssnesenend 609,855 |..ccevrreerrenns 31,073 [ e 149,175 [ oo | v 790,103
2503.
2598. Summary of remaining write-ins for Line 25 from overflow page.........cccovvenvnennrnennens | cevrnnininiieiens (0] (V1 (0] (01 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 ahOVe)........covvreesrernisrernsressssiessreenns | coenreeens (3,614,296)( ....c.coceo.c (44,847)] ........... [(RELCNGEK)) I — [ (5,155,826)
(@) Includes management fees of $.....41,360,000 to affiliates and §.......... 0 to non-affiliates.
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

1.1
12
1.3
2.1
2.1
22
2.21

© N o o~

U.S. government bonds
Bonds exempt from U.S. tax....
Other bonds (unaffiliated)....
Bonds of affiliates........
Preferred stocks (unaffiliated)..
Preferred stocks of affiliates....
Common stocks (unaffiliated)..
Common stocks of affiliates.....
Mortgage loans................
Real estate......
Contract l0ans.........covveveieereneereersseesesseene
Cash, cash equivalents and short-term investments...
Derivative INStruMeNtS.........covuereeeneereinenieiens
Other invested assets..
Aggregate write-ins for investment income.
Total gross investment income................

548,643

14,857,990

...5,636,948

....10,844

21,109,418

1.
12.
13.
14.
15.
16.
17.

INVESTMENt EXPENSES.......oecvicrcveiricieere et
Investment taxes, licenses and fees, excluding federal income taxes

INEEIEST EXPEINSE. . ...vcvtiiieiiet ettt ettt bbbt As R A b be bbb bbb bbbt a et a b n s
Depreciation on real estate and other INVESIEA @SSELS. ...ttt
Aggregate write-ins for deductions from INVESIMENt INCOME............ccvieiiiiiccece st

Total deductions (Lines 11 through 15)

Net investment income (LiNe 10 MINUS LINE 16)..........ciiieiiiiueiieieteiieeseeseete ettt

192,614

.............................. 20,725,627

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page
Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......ccuiviuiiiiiieiiicteieeteies ettt eb et st er st esas b bt s sebeneaebensnaens

1501.
1502.
1503.
1598.
1599.

e~ —
=s=EzZeseaeseeo

Includes $.....1,292,962 accrual of discount less $.....7,960,080 amortization of premium and less $.....4,904,806 paid for accrued interest on purchases.

Includes §.......... 0 accrual of discount less $.......... 0 amortization of premium.

Includes $.....192,614 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
Includes §.......... 0 depreciation on real estate and §......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2

Realized
Gain (Loss)
on Sales
or Maturity

Other
Realized
Adjustments

3

Increases
(Decreases) by
Adjustment

1.1
1.2
1.3
21
21

)
© oo N o w O
N o

—
I

U.S. government bonds.
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates

Preferred stocks (unaffiliated)
Preferred stocks of affiliates
Common stocks (unaffiliated)
Common stocks of affiliates
Mortgage loans.
Real estate
Contract loans
Cash, cash equivalents and short-term investments....................
Derivative instruments
Other invested @SSEtS..........ccoeuvieierevcieiee e
Aggregate write-ins for capital gains (I0SS€S)..........ccceveveerrrerene

Total capital gains (I0SSES).. ... rureirrerririeriiesriseieri s scesnieneas

DETAILS OF WRITE-INS

0901. .
0902. .
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page....
Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)
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Statement as of December 31, 2005 of the Blue Care NetWOI"k Of MiChigan

EXHIBIT OF NONADMITTED ASSETS
1

Current Year
Total
Nonadmitted Assets

2
Prior Year
Total
Nonadmitted Assets

3
Change in Total
Nonadmitted Assets
(Col.2-Col. 1)

© ° N o

11.
12.
13.

14.

15.
16.1
16.2

17.

18.

19.
20.
21.
22.
23.
24.

Bonds (Schedule D)
Stocks (Schedule D):
2.1 PrEfermed STOCKS. ...ttt
2.2 COMMON SIOCKS. .....vvurrruscereriesesssrisssesseresssessse st
Mortgage loans on real estate (Schedule B):

3.1
3.2 Other than firStlIENS.........c.ecveiicririeieree e
Real estate (Schedule A):

4.1

FIFSEIIBNS. ...ttt

Properties occupied by the COMPANY..........rreririreirere et eesnes
4.2 Properties held for the production of INCOME..........cccueveivercrrineeeescre e
4.3 Properties held for SAlE...........coouvieveieiiieeicere et

Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (Schedule DA)............cciieieieeieeeeeee e

CONFACE IDANS. ... oottt
Other invested assets (SChedulg BA)...........coeeicieieisiceseeesssseessses s sesssnseee
RECEIVADIES fOr SECUIIES.......ccvrveevescercirciecie sttt
Aggregate write-ins for iNVEStEd @SSELS..........cccrviveieiceceece e
Subtotals, cash and invested assets (LINES 110 9)......ccvvvrrrrrrrmnrnineieieeeeseeese s
Title plants (for Title INSUIEIS ONIY)..........ccovuieevenieiiereies et senees
Investment income due and aCCTUEM.............ccureiirrineinieireee e
Premiums and considerations:

13.1 Uncollected premiums and agents' balances in the course of collection

13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YEE AUE. ..ottt

13.3 Accrued retroSpective PremMilmS..........c.ccvvceeiiiviecieseee st ssseaens
Reinsurance:

14.1 Amounts recoverable from FEINSUTETS............ovrerercimerierressesresseseessneessesssssesssenees
14.2 Funds held by or deposited with reinsured Companies.............coocveerenernrneeseninnereenns
14.3 Other amounts receivable under reinsurance contracts
Amounts receivable relating to uninsured plans.............coeeveereeeeeceeeee e
Current federal and foreign income tax recoverable and interest thereon.............ccceecveueene.
Net deferred taxX @SSet........ooi s
Guaranty funds receivable Or 0N dEPOSIt..........cvwimrrrirrimririeee e
Electronic data processing equipment and SOtWare.............ccvveevevieerececeeeceeeee e
Furniture and equipment, including health care delivery assets...........c.cccoovvveeververevcnrerrinnnn.
Net adjustment in assets and liabilities due to foreign exchange rates.............cccccevevvveeennnee.
Receivable from parent, subsidiaries and affiliates...........cccoccovvevverveveiieiceceeccceee
Health care and other amounts receivable.............ccciiiiiiniines
Aggregate write-ins for other than invested aSSetS.........o.vverirrrnrner s

Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 10 throUG 23)........c.cveeeevieeieieeeerisiseseeesees st es s sasesesnens

From Separate Accounts, Segregated Accounts and Protected Cell Accounts......................
TOTALS (LINES 24 @NA 25).......oucveevereiecieiieieiiseesetestes s tes sttt sessssess s sss s sasssssnees

................................. 1,653,662
................................. 5,177,519

................................. 3,294,073
................................. 3,725,084
.................................... 150,172
................................. 2,159,372
................................. 2,387,719

0998. Summary of remaining write-ins for Line 9 from overflow Page.......ccceveveieveerriereicieiens | et (O TR O [ oo 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiN€ 9 @bOVE).......urvieiieiriiriisiessissiesssssessssssssssesssans | onsesssessssssssssssessssssesesssnssssassans 0 [ i (O 0
2301, Prepaid PENSION. .........uiverrermeriseeesessieeessessssesssessssesssssssesssesss st sesssee s ssesssssssssnes | nesssssessssssssssssssssssnessonns TT8,940 | oovooevireeeseereerineriseneissssnennns | oreesinnesisessesseeesseseeenns (778,940)
2302. Prepaid EXPENSES. .....vuverrereesreeeesessessssssssssssesssssssssessassanssessasssessessessusssesssssssssssssssssssmssessassanes | sesessssssessasssessessasssnssessens 527,405 | oo 379,683 | .o (147,722)
2303. Other ACCOUNES RECEIVADIE............c.erueierieirieciriesie st | resiesssesi e 1,381 | o 2,003,006 | ...oovvveieriirriniineiis 2,001,625
2398. Summary of remaining write-ins for Line 23 from overflow Page.........cccereeererneneniinnnnenns [ v (0[O [ 0K 4,024
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8DOVE).......cceevivesivesirisisisiisisisicsines | e, 1,308,732 | oo, 2,387,719 | oo, 1,078,987
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year

Prior First Second Third Current Member

Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health maintenance OraNIZAtIONS.............c.cvuucviieiiiicieiecee ettt bbb bbbt b ssesans | absesssesesssesses st s bes e bnes 460,516 [ ..o 457,280 | .oovieeieeeieceeeiene 453517 | oo 449,728 | ..o 452,183 [ .ovveeeceeeae 5,398,464
2. Provider SEIVICE OFGANIZAtONS...........c.ccviviuiieiiieteiieie ettt sttt s bbbt bbb b ee s e b b aesee s e b et s et et s seaebassebess | 4bsssesessssesassssssessssesebesntessssnsetensets | sresesessssesssssesesensesesssssssnsetesesteses | ebesessssessssssesesstessssssesessesesesassesans | sbessssesessetesessssstssesesessssesasansesessene | sessetesesinsessssesesseses et s ses s sebebietes | nerebebessteseeae bt et et s et et et s e bens
3. Preferred ProVIAEr OFGANIZALIONS. ..........c.cvcviereecie et e ettt ettt ess s ae s er st et s s aes s se s et s s tes s sesetensstesasssansassnsess | etesessssessssesssassssssssssetansnsasassssssans | stessssssessssssasassssesssastasassesessssesnss | sesssesesissesasssstessetesesssnsssassesessssns | oetetessssssssesesestesessssssessssesesssinsass | stesesissesissesesessssssassssssessesesasssnsanss | sesessesesamsesssesessesessssesasstesesenansanans
4. POINE Of SEIVICE. ... uurvurireiseiecieie sttt s st ses st s s a8 s 8282802828888 E 188 s R e e s sse sttt ss et bsessnss | 428estensanstessestentens s st estenssessessenssesse | 4esuessessensins s et et ee s bt nesessestants | eesntntees st st ee st e st et et ees s st s tensens | HEestensentressestenters st ensesstes s s s st ensses | serebsesestses et et en st est sttt entns | eesestentne s st en st R st
D INAEMINIEY ONIY......cviviiectetectcte ettt bbb e st s st bbb bbbt b bbb bt bR At en st beb st naeb et st et s sntanas | Suebebesssiessseaeteseetetes s et sstetesastetas | ebesssstesstetetesastesasetesensesesesansesans | sbebessesesesetetas et s s esebesaetesessnaessnns | seeteresesietesassesetanaesebess e s s seaebesaetes | nebebebessesesesetebestebes s seaessesebesessntess | sbebeseaeteet et et s et s et et esr et e s bt e
6.  Aggregate write-ins fOr Other INES OF DUSINESS...........c.cviriiceeteceee ettt s ettt ettt enaesssesssaes | astsssssssessssesssensssanssssastanssssnansnaad 0 | e {0 PO {0 PO 0 | oo 0 | oo 0
S o ) OO OO OSSOSO PO POT PO PP PUU [PV RSO OO OO PP PP PRPPOO 460,516 | oo 457,280 | oo 453517 | oo 449,728 | ..o 452,163 | .o 5,398,464

DETAILS OF WRITE-INS

0G0 OO OO OO OO OO OO OO OO DO OO OSSPSR PO
L0 P P O OO OO PSR ST DOOU TP U T ST PRRON
0803, ....ooeeoeeseresseess st s e RE RS R R R SRS eRE | SeER e RS Rk RR bRt | SeeRE RS Rt e | et R RS s et | HEeet AR E | HEsne R | SRs Rttt
0698. Summary of remaining write-ins for Ling 6 from OVEIIOW DPAGE...........cceiiueieiceceecee e ee et tese s s s ssssessesees | eereaesssessssessssssssetesesessessnansesans 0 [ e (0 U [0 U 0 [ o 0 [ oo 0
0699. Totals (Lines 0601 thru 0603 plus 0898) (LINE B @DOVE).......cuuvuerrirurrireiseriereessesseesssseessesssssssssssssssssssssssssnsssssssssssenssssssssssssssans | ossssssssnssossassssssassassssasssessassanes 0 | s 0 ] o 0 ] o [0 U [0 OO 0




Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

NOTES TO FINANCIAL STATEMENTS

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices

The financial statements of Blue Care Network of Michigan (BCNJ are presented on the basis of
accounting practices prescribed or permitted by the Michigan Office of Financial and Insurance Services
(OFIS).

OFIS recognizes only statutory accounting practices prescribed or permitted by the State of Michigan for
determining and reporting the financial condition and results of operations of an insurance company. The
National Association of Insurance Commissioneg (NAIC) Accounting Practices and Procedures Manual,
(NAIC SAP) has been adopted as a component of prescribed or permitted practices by the state of
Michigan. The state has adopted certain prescribed accounting practices that differ from those found in
NAIC SAP. First, OFIS is phasing in SSAP No 19, Furniture, Fixtures and Equipment; Leasehold
Improvements Paid by the Reporting Entity as Lessee; Depreciation of Property and Amortization of
Leasehold Improvements, BCN has admitted 25% and 55% of the book value of furniture and equipment
and leasehold improvements for years ending December 31, for 2005 and 2004, respectively. In NAIC
SAP, furniture and equipment and leasehold improvements are 100% non-admitted. Secondly, amounts
receivable from parent, subsidiaries and affiliates (PSA) over 90 days past due are non-admitted by BCN. In
NAIC SAP, amounts due from PSAs are admitted regardless of aging.

A reconciliation of BCN net income and capital and surplus between NAIC SAP and practices prescribed
and permitted by the State of Michigan is shown below (in thousands):

2005 2004
NetIncome, Michigan basis $ 78,396,434 $ 80,999,195
State Prescribed Practices:

None
State Permitted Practices:

None - -
NetIncome, NAIC SAP basis $ 78,396,434 $ 80,999,195
Statutory Surplus, Michigan basis $ 313,022,914 $ 218,478,204
State Prescribed Practices:

Phase in of SSAP No 19 (1,725,840) (4,402,709)

A mounts receivable from PS A 66,955 150,172
State Permitted Practices:

None
Statutory Surplus, NAIC SAP basis $ 311,364,029 $ 214,225,667

B. Use of Estimates in the Preparation of the Financial Statements
The preparation of financial statements, in conformity with Statutory Accounting Principles, requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities.
It also requires disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenue and expenses during the period. Actual results could differ from those
estimates.

C. Accounting Policy

Inventories - Consist of pharmaceuticals stated at cost, on a first-in, first-out basis and are included in
Furniture and Equipment.

In addition, BCN uses the following accounting policies:

(1)  Short-term investments are stated at amortized cost.

(2) Bonds not backed by other loans are stated at amortized cost using the interest method.

(3) Common Stocks are stated at NAIC market value.

(4)  Preferred Stocks —-NOT APPLICABLE

(5) Mortgage loans on real estate —NOT APPLICABLE

(6) BCN loan-backed securities are stated at amortized cost. Premiums and discounts on loan-backed
securities and structured securities are amortized using the retrospective method based on

anticipated prepayments at the date of purchase. Prepayment assumptions are obtained from broker
dealer survey values or internal estimates. Changes in estimated cash flows from the original
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NOTES TO FINANCIAL STATEMENTS

purchase assumptions are accounted for using the retrospective method.

(7) BCN records its investment in certain affiliated grantor trusts as other long-term invested assets using
the adjusted audited GAAP equity method and reports the increase or decrease in the investment as
a change in unrealized gain or loss for capital and surplus.

(8) Investments in joint ventures, partnerships and limited liability companies —NOT APPLICABLE
(9) Derivatives —-NOT APPLICABLE

(10) BCN was not required to record a premium deficiency reserve in 2005 or 2004. If the need to record
such a reserve arises, BCN would use anticipated investment income as a factor in the premium
deficiency calculation, in accordance with SSAP No. 54, Individual and Group Accident and Health
Contracts.

(11) Claims Unpaid —The claims unpaid liability for incurred but unpaid and unreported hospital and
medical claims is accrued in the period during which the services are provided, and includes actuarial
estimates of services performed which have not been reported by providers to BCN. Such estimates
are based on historical claims experience modified for current trends and changes in benefits
provided. Revisions in actuarial estimates are reported in the period in which they arise. BCN has
reinsured certain of its claims liabilities through an affiliated self-insured trust. Processing expense
related to claims is accrued based on an estimate of expenses to process such claims.

(12) In 2005, BCN updated its capitalization policy to eliminate the combining of certain similar furniture,
fixture and equipment items in meeting the minimum threshold amount for capitalization. The change
was made solely to facilitate administering the capitalization policy and tracking fixed assets. The
financial impact for this change was immaterial. The minimum threshold amounts remain the same.

(13) Pharmaceutical rebate receivables are estimated based on historical rebate trends and membership.
2. Accounting Changes and Corrections of Errors

A. Pension and other postretirement benefits

During the 1St Quarter of 2005, BCN management determined that BCN is directly liable for the pension
and other postretirement benefit plans, even though Blue Cross Blue Shield of Michigan (BCBSM) acts as

the administrator for those plans. Accordingly, for the 1St Quarter of 2005, BCN statutory financial
statements were adjusted to exclude non-vested employees and to account for the additional minimum
pension liability, the immediate recognition of the initial transition obligation for postretirement benefits and
incremental pension liability in accordance with SSAP No. 89, Accounting for Pensions and SSAP No. 14,
Postretirement Benefits Other than Pensions. This change was reported as a correction back to January 1,
2003 for the initial implementation of codification and resulted in an increase in surplus of $12,587,972 for
postretirement benefits and a decrease in surplus of $2,825,654 for pension. Following guidance in SSAP
No. 3, Accounting Changes and Corrections of Errors Paragraph 10, BCN included this change as a write-in
on page 5, line 47 aggregate write-ins for gains or (losses) in surplus.

For 2004, there was no impact to the Statement of Revenue and Expenses. The cumulative net increase to
the pension liability as of December 31, 2004, was $5,163,013. There was also a cumulative increase of
$2,337,359 to the prepaid pension asset as of December 31, 2004, which was non-admitted. The cumulative
increase to postretirement liability as of December 31, 2004, was $12,587,972.

Capital stock
In preparing the 2005 annual statement, BCNS management determined that even though total capital and
surplus were reported correctly, certain amounts on the individual lines, common capital stock and gross paid
in and contributed surplus, were not reflected appropriately between the two lines in 2004 and prior years.
There was no impact to total capital and surplus for 2005 or any prior year.
Prior period premium revenue allowance
In 2005, BCN made an adjustment to increase capital and surplus by $590,680 to eliminate the effect of a
GAAP allowance off-setting premium revenue which was created in a prior period.

3. Business Combinations and Goodwill -NOT APPLICABLE

4. Discontinued Operations —NOT APPLICABLE

5. Investments

A. Mortgage Loans —NOT APPLICABLE
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10.

B. Debt Restructuring —NOT APPLICABLE
C. Reverse Mortgages —NOT APPLICABLE
D. Loan-Backed Securities

a. BCN loan-backed securities are stated at amortized cost. Premiums and discounts on loan-backed
securities and structured securities are amortized using the retrospective method based on anticipated
prepayments at the date of purchase. Prepayment assumptions are obtained from broker dealer survey
values or internal estimates. Changes in estimated cash flows from the original purchase assumptions
are accounted for using the retrospective method.

E. Repurchase Agreements —-NOT APPLICABLE

F. Real Estate -NOT APPLICABLE

Joint Ventures, Partnerships and Limited Liability Companies —-NOT APPLICABLE.
Investment Income

BCN had no non-admitted accrued investment income as of December 31, 2005 and 2004, respectively. BCN
excludes from surplus any due and accrued income that is over 90 days past due.

Derivative Instruments —NOT APPLICABLE

Income Taxes - BCN has been recognized by the Internal Revenue Service under Internal Revenue Code
Section 501(c)(4) as an organization exempt from tax under Section 501(a). In 2005 and 2004, BCN recorded
$51,816 and $145,864, respectively, in federal income tax expense on unrelated business income.

Information Concerning Parent, Subsidiaries and Affiliates

BCN is a nonprofit stock corporation and wholly owned subsidiary of BCBSM. BCN operates as a combination
staff and network model health maintenance organization. BCN provides health care services to subscribers at
its own outpatient health facilities and through contracts it has entered into with various physician groups,
hospitals and other health care providers.

BCN conducts business transactions with BCBSM and affiliates on a routine basis. All related party receivable
and payable balances are classified as either amounts due to or from parent, subsidiaries and affiliates, except
for stop-loss recoveries and claims due.

Claims Processing - Claims Processing - BCBSM processes and pays certain hospital, hearing, and
professional claims on behalf of BCN. BCN reimburses BCBSM at agreed upon rates for claims and pays an
administrative fee for each claim processed. BCBSM billed BCN $399,901,512 and $346,452,878 in 2005 and
2004, respectively, for such claims. BCBSM charged BCN $401,796 and $511,834 at December 31, 2005 and
2004, respectively, for certain claims processing. BCN owed BCBSM for claims processing $142,166 and
$212,724 at December 2005 and 2004, respectively. BCN owed BCBSM $27,981,780 and $26,240,964 for
claims billed at December 31, 2005 and 2004, respectively.

Beginning in 2004, BCN began sharing in a combined BCBSM and BCN claims settlement process for certain
hospitals. BCN billed BCBSM $7,516,129 and $284,739 in 2005 and 2004, respectively, for claim settlements.
Claim settlements owed to BCN from BCBSM were $4,317,831 and $4,526,950 as of December 31, 2005 and
2004, respectively.

Administrative Cost Allocation - BCBSM provides and bills BCN for various administrative support. BCBSM
purchased services on behalf of BCN such as computer operations support and telephone services and bills
BCN accordingly. BCBSM also makes payments on behalf of BCN for expenses, such as agent fees, and bills
BCN for payment. BCBSM billed BCN $72,526,123 and $76,809,189 for 2005 and 2004, respectively. BCN
owed BCBSM $14,072,219 and $13,865,920 at December 31, 2005 and 2004, respectively.

Administrative support fees paid to affiliates were allocated to the statutory administrative expense categories of
cost containment, claims adjustment and general administrative, based on the affiliates statutory administrative
expense categories. These statutory administrative expense categories were further allocated to detailed
expense accounts based on the affiliates expense detail.

Blue Care Network Medical Malpractice Self-Insurance Trust - BCN has an agreement with an affiliated
grantor trust to provide malpractice coverage. There were no expenses related to the malpractice trust in 2005
and 2004.

BCN investment in the Trust is determined using the adjusted audited GAAP equity method and was 97.62%

and 97.64% at December 31, 2005 and 2004, respectively. As of December 31, 2005 and 2004, BCN
investment in the trust, reported as an other long-term invested asset, was $47,096,466 and $45,654,218,
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respectively.

Starting in 2005, BCN provided and billed the Trust for miscellaneous administrative support. Miscellaneous
administrative expenses reimbursed from the Trust totaled $14,400. BCN also makes payments on behalf of the
Trust for certain other miscellaneous administrative expenses and bills the Trust for payment. BCN billed the
Trust $19,429 and $10,605 for 2005 and 2004, respectively. The Trust owed BCN $0 at December 31, 2005 and
2004.

Blue Care Network Stop-Loss and Casualty Self-Insurance Trust —-BCN has an agreement with an affiliated
grantor trust to provide stop-loss coverage and reduced deductibles for property, general liability, automobile,
and fidelity insurance coverages. The stop-loss trust covers risks incurred in excess of a retention amount.
BCN is responsible for inpatient hospital claims up to $150,000 per member each calendar year (the
feductible} and has an agreement with the affiliated trust to cover the claims incurred over the deductible.

At December 31, 2005 and 2004, BCN had receivables for known stop-loss coverage recoveries on paid claims
of $0 and $2,832,013, respectively, from the stop-loss trust. In addition, at December 31, 2005 and 2004, BCN
recorded as accounts receivable $10,767,789 and $13,733,023, respectively, of estimated recoverable amounts
for potential claims exceeding the deductible based on actuarial estimates using historical recovery trends. BCN
owed the stop-loss trust $0 at December 31, 2005 and 2004 for premiums.

BCN investment in the Trust is determined using the adjusted audited GAAP equity method and was 99.38%
and 99.32% at December 31, 2005 and 2004, respectively. As of December 31, 2005 and 2004, BCN
investment in the trust, reported as an other long-term invested asset, was $8,912,345 and $7,181,767,
respectively.

Stop-loss coverage expenses amounted to $3,436,577 and $4,531,794 in 2005 and 2004, respectively.
Stop-loss coverage recoveries recorded from the stop-loss trust totaled $2,527,658 and $9,199,426 in 2005 and
2004, respectively.

Starting in 2005, BCN provided and billed the Trust for miscellaneous administrative support. Miscellaneous
administrative expenses reimbursed from the Trust totaled $14,400 in 2005 and 2004. BCN also makes
payments on behalf of the Trust for certain other miscellaneous administrative expenses and bills the Trust for
payment. BCN billed the Trust $19,429 and $10,605 for 2005 and 2004, respectively. The Trust owed BCN $0
at December 31, 2005 and 2004.

Health Insurance - BCN purchases health insurance coverage for certain of its employees from BCBSM.
Expenses were $7,066,859 and $7,102,405 in 2005 and 2004, respectively. BCN owed BCBSM $0 and
$671,620 at December 31, 2005 and 2004, respectively. Additionally, BCBSM purchases health insurance for
certain of its employees from BCN. The amounts billed by BCN for such insurance were $12,048,292 and
$10,443,960 in 2005 and 2004, respectively. BCBSM owed BCN $0 at December 31, 2005 and 2004.

The Accident Fund Insurance Company of America (AFC), a wholly owned subsidiary of BCBSM, also
purchases health insurance for certain of its employees from BCN. The amounts billed by BCN for such
insurance were $1,254,292 and $1,387,524 in 2005 and 2004, respectively.

Capitated Health Care Program - BCN participated in the Personal Plus’program, a capitated health care
program sponsored by an affiliated company, Blue Care of Michigan, Inc. (BCMIj. BCN receives monthly
capitation from BCMI for subscribers in the BCN coverage area. BCN is responsible for collecting premiums, on
behalf of BCMI, and is at risk for all medical claims. Revenue derived through the Personal Plus program was
$3,445,133 and $3,289,294 in 2005 and 2004, respectively. In 2005, this revenue was reported as risk
revenue, but in 2004, it was reported as net premium income. Administrative expenses billed by BCN to BCMI in
2005 and 2004 were $457,920 and $491,411, respectively. BCN owed BCMI $62,759 and $2,595 at December
31, 2005 and 2004, respectively. BCMI owed BCN $344 and $304 at December 31, 2005 and 2004,
respectively.

Point of Service/Blue Preferred Plus - BCN provides BCBSM with miscellaneous administrative support for
certain products offered by BCBSM. BCBSM bears all risk associated with these products. Miscellaneous
administrative expense incurred by BCN and subject to reimbursement from BCBSM related to these products
totaled $5,025,374 and $6,320,155 in 2005 and 2004, respectively. BCBSM owed BCN $1,471,888 and
$3,667,750 at December 31, 2005 and 2004, respectively.

Blue Care of Michigan, Inc. - In 2005, BCN provided and billed BCMI for miscellaneous administrative support.
Miscellaneous administrative expenses incurred by BCN and reimbursed from BCMI totaled $80,000 in 2004
and 2005. BCN also provided and billed BCMI for certain administrative support related to the Personal Plus
dental program. Amounts billed to BCMI were $2,108 and $0 in 2005 and 2004, respectively. BCN also makes
payments on behalf of BCMI for certain other miscellaneous administrative expenses and bills BCMI for
payment. BCN billed BCMI $23,748 and $5,000 for 2005 and 2004, respectively. BCMI owed BCN $530 and $0
at December 31, 2005 and 2004.

BCBSM Foundation —Starting in 2005, BCN provided and billed the BCBSM Foundation for miscellaneous
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administrative support. Miscellaneous administrative expenses incurred by BCN and reimbursed from the
BCBSM Foundation totaled $12,000. BCN also makes payments on behalf of the Foundation for certain other
miscellaneous administrative expenses and bills the Foundation for payment. BCN billed the Foundation $15,111
and $5,496 for 2005 and 2004, respectively. The Foundation owed BCN $11,660 and $5,496 at December 31,
2005 and 2004, respectively.

BCN does not guarantee or undertake for the benefit of an affiliate a material contingent exposure of BCN or
any affiliated insures assets or liabilities.

BCN does not have management or service contracts or cost sharing arrangements, other than such
arrangements described in these footnotes.

BCN does not own shares of an upstream intermediate or ultimate parent, either directly or indirectly via a
downstream subsidiary, controlled or affiliated company.

BCBSM, BCN, BCMI, BCBSM Foundation and the Accident Fund Insurance Company of America have some
common officers and board members on their respective governing boards.

11. Debt -NOT APPLICABLE

12. Retirement Plans, Deferred Compensation, Post-employment Benefits and Compensated Absences and Other
Postretirement Benefit Plans

A. Defined Benefit Plan

As mentioned in note 2 A, BCN reported a correction in its 1St Quarter 2005 Quarterly Statement related to its
pension and postretirement plans. Therefore, to be consistent with 2005, the 2004 amounts in the following
pension and postretirement disclosures and tables have been adjusted to properly reflect the balances as of
December 31, 2004.

Substantially all employees of BCN, who meet certain requirements of age and length of service, are covered
by, defined benefit retirement plans administered by BCBSM. BCM policy is to fund accrued retirement costs,
as determined by BCBSM consulting actuaries, to the extent permitted by Internal Revenue Service
regulations.

The defined benefit retirement plans weighted-average target asset allocation and actual asset allocation at
December 31, 2005 and 2004, by asset category are as follows:

Asset Category Target 2005 2004

Equity securities 70.0 % 74.0 % 72.8 %
Debt securities 25.0 % 24.1 % 25.4 %
Real estate 0.0 % 0.1 % 0.4 %
Other 5.0 % 1.8 % 1.4 %
Total 100.0 % 100.0 % 100.0 %

BCBSM has developed an asset allocation policy based on its objectives, characteristics of pension liabilities,
capital market expectations and asset-liability projections. This policy is long-term oriented and consistent with
BCBSM risk posture. BCBSM uses a mix of core and satellite managers to implement its asset allocation
policy. BCBSM reviews on a periodic basis its asset mix and reallocates its portfolio at any time there is a
material deviation in the asset class as described in the allocation policy. The policy includes a target allocation
as included in the table above and a range of plus or minus 3 percent of the target established.

BCN provides certain postretirement health care benefits to substantially all employees that meet certain age
and length of service requirements under a plan administered by BCBSM. This plan is pay-as-you-go’and as
such, has no asset allocations. Benefits are funded as incurred. These benefits are subject to revision at the
discretion of the Board of Directors for nonrepresented employees and subject to collective bargaining
agreements for represented employees.

Revisions to the nonrepresented and represented employeespostretirement health care benefits took effect
January 1, 2004 and January 1, 2006, respectively. Nonrepresented and represented employees retiring after
December 31, 2003 and December 31, 2005, respectively, may share in the cost of their health care premiums
and have higher deductibles and co-payments depending on their eligibility status. Additionally, nonrepresented
and represented employees hired on or after January 1, 2004 and January 1, 2006, respectively, are required
to have 15 years of service after age 45 to be eligible for retiree health care benefits and selected other
benefits.

The plan is noncontributory for represented employees and contributions of $6,891 and $0 have been made by
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nonrepresented employees for 2005 and 2004, respectively.

Non-Qualified Plans - Retirement benefits are provided for a group of key employees under non-qualified
defined benefit pension plans. The general purpose of the plans is to provide additional retirement benefits to
participants who are subject to the contribution and benefit limitations contained in the Internal Revenue Code.
Benefits under the plans are unfunded and paid out of general assets of BCN

A summary of assets, obligations and assumptions of the pension and other postretirement benefit plans at the
plars measurement date September 30, 2005, and as allocated to BCN from BCBSM, are as follows at

December 31, 2005 and 2004:

Change in benefit obligation:
Benefits obligation— beginning of year
Service cost
Interest cost
Actuarial gain (loss)
Benefits paid

Benefits obligation— end of year

Change in plan assets:
Fair value of plan assets— beginning
of year
Actual return on plan assets
Employer contribution
Benefits paid

Fair value of plan assets— end of year

Funded Status:
Funded status - (underfunded) funded
Unamortized prior service cost
Unrecognized net (loss) gain
Additional liability
Contribution between measurement date

and fiscal year end

Accrued liabilities

Benefit obligation for non vested employees

Pension Benefits Other Benefits
2005 2004 2005 2004
$ 82,954,008 $ 78,480,000 $ 45,637,360 $ 30,888,821
5,665,951 6,996,750 2,523,505 3,913,507
5261,472 4,310,053 3,124,162 2,597,643
10,813,340 (2,411,817) 7,017,169 10,804,354
(3,427,915) (4,420,978) (2,508,803) (2,566,965)
$ 101,266,856 $82,954,008 $ 55,793,393 $ 45,637,360
Pension Benefits Other Benefits
2005 2004 2005 2004
$ 85,734,485 $79,309,587 $ $
14,739,820 10,732,126
305,000
(3,314,102) (4,307,228)
$ 97,465,203 $85,734,485 $ $
Pension Benefits Other Benefits
2005 2004 2005 2004
$ (3,801,653) $ 2,780,477 $ (55,793,393)  $(45,637,360)
(2,032,620) (2,300,634)
(1,921,606) (5,737,421) 18,226,453 12,142,925
(147,377)
28,453 28,444

$ (5,842,183)  $(2,928,500)

$ (39,599,560)  $(35,795,069)

Pension Benefits Other Benefits
2005 2004 2005 2004
$ 3,402,614 $ 3,758,756 $ 23,677,031 $ 19,108,666

The accumulated benefit obligation for all defined benefit pension plans was $91,486,415 and $74,681,984 at
September 30, 2005 and 2004, respectively.
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Pension Benefits Other Benefits
2005 2004 2005 2004

Components of net periodic benefit cost:

Service cost $ 5,665,951 $ 6,996,750 $ 2,523,505 § 3,913,507

Interest cost 5,261,472 4,310,053 3,124,162 2,597,643

Expected return on plan assets (7,720,118) (7,622,617)

Amortization of unrecognized (gain) loss (22,177) (461,065) 933,640 494,056

Amount of prior service cost

recognized (268,014) (268,014)

Total net periodic benefit cost $ 3,185,128 $ 3,223,121 $ 6,313,293 $ 6,737,192

The weighted-average assumptions as of December 31, 2005 are as follows:

Pension Benefits Other Benefits
2005 2004 2005 2004
Discount rate 5.60 % 5.85 % 5.75 % 5.85 %
Rate of compensation increase 475% T 475% N/A N/A
Expected long-term rate of
return on plan assets 9.00 % 9.00 % N/A N/A

For 2006, the expected long-term rate of return on assets will be 9%.

For 2005 measurement purposes, the health care trend rate on covered postretirement benefits is assumed to
be 8.93% for 2006, ratably decreasing to 5% by 2011 and all years thereafter.

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care
plans. A one-percentage-point change in assumed health care cost trend rates would have the following

effects:
Increase Decrease
Effect on total of service and interest cost
components $ 1,542,909 $ 1,219,452
Effect on postretirement benefit obligation $ 13,196,139 $ 10,582,163

On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (Acty

was signed into law. The Act provides a prescription drug benefit under Medicare (Medicare Part D) as well as
a federal subsidy to sponsors of retiree health care benefit plans that provide a benefit that is at least equivalent
to the Medicare Part D benefit. In 2004, BCN adopted FSP 106-2, Accounting and Disclosure Requirements
Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003. BCN determined that
the prescription drug benefits provided by postretirement health care plans administered by BCBSM are
actuarially equivalent to the Medicare Part D and accordingly, entitles BCN to the federal subsidy described in
the Act.

At the September 30, 2005 measurement date, the reduction in the accumulated postretirement benefit
obligation (APBOJ due to the anticipated subsidies related to benefits attributable to past service amounted to
$5,824,000. The reduction in the APBO related to the subsidies will be accounted for under the plan as an
actuarial experience gain, which will reduce net periodic postretirement costs in future periods.

At December 31, 2005, the gross benefit payments expected to be paid and subsidies anticipated to be
received by BCN are as follows:
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Pension Benefits Postretirement Benefits
Future Benefit Future Benefit Anticipated
Payments Payments Future Subsidies

2006 3,850,000 3,050,000 100,000
2007 4,270,000 3,300,000 110,000
2008 5,120,000 3,500,000 150,000
2009 5,490,000 3,720,000 170,000
2010 5,900,000 3,990,000 190,000
2010 through 2014 39,690,000 24,920,000 1,510,000
Total $ 64,320,000 $ 42,480,000 $ 2,230,000

Deferred Compensation Plan - BCN has a deferred compensation benefit plan for a group of key employees
and members of BCN Board of Directors. Under the plan, eligible participants may elect to defer to a future
period a portion of salary or director fees that are earned and normally payable as services are rendered.
Elections to defer compensation must be made prior to the beginning of the year in which the deferral is
effective. Deferred amounts are unfunded and paid out of the general assets of BCN.

B. Defined Contribution Plans — Substantially all employees who have attained the age of 21 years and have
completed three months of continuous service may elect to participate in one of two employee savings plans
administered by BCBSM, which are qualified under Section 401(k) of the Internal Revenue Code.
Participating employees may elect to contribute to the Plan and BCN matches a portion of the employees’
contributions. BCN contributions were $2,165,231 and $2,227,176 in 2005 and 2004, respectively.

Multi-employer Plans —NOT APPLICABLE.

Consolidated/Holding Company Plans —NOT APPLICABLE

Post employment Benefits and Compensated Absences —-NOT APPLICABLE

13. Capital and Surplus, ShareholdersDividend Restrictions and Quasi-Reorganizations.

(1) BCN has 500 shares authorized, 100 shares issued and 100 shares outstanding. All shares are Class A
shares and have a par value of $100 per share.

(2) BCN has no preferred stock outstanding.

(3) The Company Articles of Incorporation do not allow dividends.

(4) The Company Articles of Incorporation state that no dividends shall be directly paid on any shares nor shall
the shareholders be entitled to any portion of the earnings derived through increment of value upon its
property or otherwise incidentally made.

(5) There were no restrictions placed on the BCN surplus, including for whom the surplus is being held.

(6) The total amount of advances to surplus not repaid —NOT APPLICABLE

(7) The amount of stock held by BCN for special purposes —-NOT APPLICABLE

(8) Special surplus funds changes —NOT APPLICABLE

(9) The portion of unassigned funds (surplus) represented or reduced by cumulative unrealized gains and losses
for each item below is as follows:

a. unrealized gains and losses: $ 3,126,114
b. nonadmitted asset values: $ 2,669,155
c. separate account business: $ None
d. asset valuation reserves: $ None
e. provision for reinsurance: $ None

(10) Surplus debentures of similar obligations —-NOT APPLICABLE

(11) Impact of any restatement due to quasi-reorganization —-NOT APPLICABLE
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(12) Effective dates of all quasi-reorganizations in the prior 10 years is/are —-NOT APPLICABLE
14. Contingencies
A. Contingent Commitments —NOT APPLICABLE
B. Assessments —-NOT APPLICABLE
C. Gain Contingencies —-NOT APPLICABLE
D. All Other Contingencies
BCN and its affiliated physicians are parties to lawsuits incidental to the operations of the BCN. Management
believes that the ultimate disposition of such contingencies will not have a material effect on the
accompanying financial statements.
15. Leases
A. Lessee Operating Lease

(1) Lessees leasing arrangements

BCN has entered into certain cancelable land and building leases with BCBSM. Rent expense paid to
BCBSM in 2005 and 2004 was $2,172,586 and $2,864,848, respectively.

BCN also leases office buildings under operating leases with different unrelated parties. Rent expense
under these leases was $2,862,234 and $4,588,489 in 2005 and 2004, respectively.

BCN had the option to purchase its headquarters building in 2005. BCN did not exercise the 2005 option
to purchase. The purchase price increases by 3% per year thereafter through the first 5 years of the
lease. If the decision to purchase the building occurs after the first 5 years, BCN shall attempt to
negotiate a reasonable price. BCN also has the option at the expiration of the lease at June 30, 2015, to
extend the lease for 3 terms of 5 years each with prior written notice.

(2) Noncancelable leases

At December 31, 2005, the minimum aggregate rental commitments are as follows:

Year Ending December 31 Operating Leases
2006 3,229,095
2007 3,492,696
2008 3,497,696
2009 3,436,449
2010 3,515,675
Total $ 17,171,611

(3) Non-cancelable subleases —-NOT APPLICABLE
(4) Sales-leaseback transactions —-NOT APPLICABLE
B. Lessor Leases —NOT APPLICABLE

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With
Concentrations of Credit Risk —NOT APPLICABLE

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

BCN, in the normal course of business, enters into security lending agreements with various other
counterparties. Under these agreements, BCN lends U.S. government and corporate securities in exchange for
collateral consisting primarily of cash, approximating 102% of the value of the securities loaned. The collateral
pledged from counterparties is not available for BCNs general use and therefore is restricted. These
agreements are primarily overnight in nature and settled the next business day. At December 31, 2005, and
2004, BCN had securities loaned of $46,524,758 and $39,867,303, respectively, and corresponding collateral of
$48,012,923 and $35,351,923, respectively.

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially Insured
Plans —-NOT APPLICABLE

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators —-NOT APPLICABLE
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20.

21.

22.

23.

September 11 Events —-NOT APPLICABLE

As of December 31, 2004 and December 31, 2005 BCN did not have any events as a result of September 11,
2001.

Other Items

A. Extraordinary ltems —NOT APPLICABLE

B. Troubled Debt Restructuring —-NOT APPLICABLE
C. Other Disclosures

Minimum Deposit - As a condition of licensure with the State of Michigan, BCN is required to maintain a
minimum deposit of $1,000,000 in a segregated account. These funds can only be used by BCN at the
direction of the Insurance Commissioner of the State of Michigan. The funds are invested in a Class One
Money Market Mutual Fund. Interest on these funds accrues to BCN.

Industry Concentration - BCN primarily conducts business within the State of Michigan, and a significant
portion of BCN customer base is concentrated in companies that are part of the automobile manufacturing
industry. Receivables from these customers approximate $11,143,074 and $0 at December 31, 2005 and
2004, respectively. In addition, BCN holds investments in these customerscommercial paper, medium term
notes, and other asset backed securities totaling $0 and $5,122,158 at December 31, 2005 and 2004,
respectively.

D. Other Disclosures, Uncollectible Assets on Uninsured plans —-NOT APPLICABLE
E. Business Interruption Insurance Recoveries —-NOT APPLICABLE

F. Additional Disclosures for Retirement Plans, Deferred Compensation, Postretirement Benefits and Other
Postretirement Benefit Plans -

See Note 12 for required additional Note 21 disclosures. For the benefit of the reader, all Pension and
Postretirement related disclosures are combined in Note 12.

Events Subsequent —NOT APPLICABLE

Reinsurance

For 2005, at the request of OFIS, BCN started accounting for its transactions with the Stop-Loss Trust as if it
were ceded reinsurance in compliance with the NAIC annual statement instructions and SSAP No. 61. Life,

Deposit-Type and Accident and Health Reinsurance. For 2005 there was no effect on capital and surplus or net
income as the result of this request.

1. Are any of the reinsurers, listed in Schedule S as non-affiliated, owned in excess of 10% or controlled, either
directly or indirectly, by the company or by any representative, officer, trustee, or director of the company?

Yes () No (X)

If yes, give full details.

2. Have any policies issued by the company been reinsured with a company chartered in a country other than
the United States (excluding U.S. Branches of such companies) that is owned in excess of 10% or controlled
directly or indirectly by an insured, a beneficiary, a creditor or an insured or any other person not primarily
engaged in the insurance business?

Yes( ) No (X)

If yes, give full details.

Section 2 —Ceded Reinsurance Report —Part A

1. Does the company have any reinsurance agreements in effect under which the reinsurer may unilaterally
cancel any reinsurance for reasons other than for nonpayment of premium or other similar credit?

Yes () No (X)
a.) If yes, what is the estimated amount of the aggregate reduction in surplus of a unilateral cancellation by the

reinsurer as of the date of this statement, for those agreements in which cancellation results in a net obligation
of the reporting entity to the reinsurer, and for which such obligation is not presently accrued? Where
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necessary, the reporting entity may consider the current or anticipated experience of the business reinsured in
making this estimate. NOT APPLICABLE

b.) What is the total amount of reinsurance credits taken, whether as an asset or as a reduction of liability for
these agreements in this statement? NOT APPLICABLE

2. Does the reporting entity have any reinsurance agreements in effect such that the amount of losses paid or
accrued through the statement date may result in a payment to the reinsurer of amounts that, in aggregate and
allowing for offset of mutual credits from other reinsurance agreements with the same reinsurer, exceed the
total direct premium collected under the reinsured policies?

Yes () No (X)
If yes, give full details.
Section 3 —Ceded Reinsurance Report —Part B
1. What is the estimated amount of the aggregate reduction in surplus, (for agreements other than those under
which the reinsurer may unilaterally cancel for reasons other than for nonpayment of payment or other similar
credits that are reflected in Section 2 above) of termination of ALL reinsurance agreements, by either party, as
of the date of this statement? Where necessary, the company may consider the current or anticipated
experience of the business reinsured in making this estimate. $0

BCN participates in a plan of self-insurance.
2. Have any new agreements been executed or existing agreements amended, since January 1 of the year of
this statement, to include policies or contracts that were in force or which had existing reserves established by
the company as of the effective date of the agreement?

Yes () No (X)

If yes, what is the amount of reinsurance credits, whether an asset or a reduction of liability, taken for such new
agreements or amendments? NOT APPLICABLE

B) Uncollectible Reinsurance
None
C) Commutation of Ceded Reinsurance
None
24. Retrospectively Rated Contracts and Contracts Subject to Redetermination
A. BCN estimates accrued redetermination premium adjustments and return premium adjustments for its
group health insurance contracts subject to re-determination based on an examination of contract
requirements in relation to the rates charged for similar sized subscriber groups and the status of past
applicable audits.
The amount of net premiums written by BCN that are subject to re-determination provisions was
$51,381,805 and $48,299,565 for 2005 and 2004, respectively, representing approximately 3.6% and
3.4% of the total net premiums written for commercial health for 2005 and 2004. No other premiums

written by BCN are subject to re-determination provisions.

25. Change in Incurred Losses and Loss Adjustment Expenses - Activity in the liabilities for claims and claims
adjustment expenses payable is summarized as follows:
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Annual Statement
2005 2004
BALANCE— January 1 $ 213,499,113 $ 212,373,339
Incurred related to:
1,230,726,002
(32,298,168)
1,198,427,834

1,178,080,904
(20,095,366)
1,157,985,538

Current year

Prior year

F F

Total incurred

Paid related to:
Current year 1,035,364,656 969,014,703
Prior year 171,858,665 185,013,048
Total paid 1,207,223,321 1,154,027,751

$ 204,703,626 § 216,331,126

BALANCE— December 31

Balance at December 31:
$ 199,792,535
4,911,091

$ 210,956,028
5,375,098

Liability for claims unpaid

Liability for unpaid claims adjustment expenses

$ 204,703,626 $ 216,331,126

Total

Changes in actuarial estimates of claims unpaid reported as ihcurred related to prior year'in the schedule
above reflect revisions in estimates of medical cost trends and changes in claims processing patterns.

26. Inter-company Pooling Arrangements —NOT APPLICABLE
27. Structured Settlements — NOT APPLICABLE
28. Health Care Receivables—
Healthcare receivables include pharmacy rebates BCN receives from a third party vendor. These rebates are

calculated using estimates based on historical rebate trends and membership. Activity for the previous three
years is summarized as follows (in thousands):

F F

@ @) 3) “@ ®)
Estimated
Pharmacy Pharmacy Actual Rebates  Actual Rebates Actual Rebates
Rebates as Rebates as Received Received Received
Reported on Billed or Within Within More
Financial Otherwise 90 days of 91 to 180 Days Than 180 Days
Quarter Statements Confirmed Billing of Billing After Billing
12/31/2005 $ 3,731,756 $ - $ - $ - $ -
9/30/2005 3,448,830 3,939,571 - - -
6/30/2005 2,743,649 3,625,214 3,097,529 - -
3/31/2005 2,733,535 3,573,321 1,471,256 1,882,274 -
12/31/2004 $ 2,605,722 $ 3,735,358 $ 1,891,844 $ 1,970,892 $ 1,270,859
9/30/2004 1,626,993 3,590,253 842,161 1,765,840 945,035
6/30/2004 2,734,577 3,500,175 934,193 3,442,319 -
3/31/2004 1,731,072 3,432,077 1,821,979 1,591,059 90,760
12/31/2003 $ 1,454,749 $ 3,274,078 $ 1,420,499 $ 1,532,645 $ 422,631
9/30/2003 1,475,241 3,421,973 1,458,114 1,346,523 779,077
6/30/2003 1,450,929 3,493,822 632,148 2,543,752 140,665
3/31/2003 - 3,123,321 2,106,337 1,153,908 441,435

29. Participating Policies — NOT APPLICABLE
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30. Premium Deficiency Reserves —

BCN was not required to record a premium deficiency reserve in 2005 or 2004. If the need to record such a
reserve arises, BCN would use anticipated investment income as a factor in the premium deficiency calculation,
in accordance with SSAP No. 54, Individual and Group Accident and Health Contracts.

31. Anticipated Salvage and Subrogation —- NOT APPLICABLE
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Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
Investment Categories Am:)unt Percezntage Amiunt Perce4ntage
1. Bonds:
11 LS. trASUNY SECUMHIES. ... veeeeeeiesrire sttt sttt bse s ns st ss s sse e sen st nnsnnsnnss | wtsessssssssssssnssessansansss | sssessesssessend 0.0 [ [ i) 0.0
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. GQOVEIMNMENE AQENCIES. ......c.rvururireireeieiirieie ettt stessesssnssessessensans | rsensssssssssnssssssansnnssns | soeesesesessnnes 0.0 [ [ ) 0.0
1.22 Issued by U.S. government SPONSOrEd AQENCIES. ..........cevecveveeerisieeieeeiieseessesiesesessesssssssssessssessesessssessessns | sessessnssssesensssesssonnes | serseressernss 0.0 | [ e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUNHIES)...........curuerurrerrerneenerreernernernnens [ coreereeneinennensnsnnees [ eeeeeesnennennd 0.0 | oo | e 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general ObliGatioNS.............cvuiriirinieieseeeeseieeeseessesseesessees | rreressssinsenssssssnsesesns | ceeessesessnnes 0.0 [ [ i) 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations........ | ...cccoeveeveereeeeveones [ erviiieennn, 0.0 [ [ i) 0.0
1.43 Revenue and assesSMENt ObIIGAtIONS.........c..c.cvciviireiieieeiee ettt be s s sessas | essesesssssessnssessssesinnns | seevessissenanss 0.0 [ [ i) 0.0
1.44 Industrial development and similar OblIgaAtioNS.............ccvevveverveiciiieseeeee et | ereereenans 60,516,395 | ...cvvervnvnnd 9.3 [ 60,516,395 | ...ccoevvnvnnd 9.3
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or qUaranteed DY GNIMA ...t st ssse s sssssesssnnes | eessrsssssesesinsssessssennes | sestessersesenss 0.0 | | e 0.0
1.512 Issued or guaranteed by FNMA and FHLMC...........cocoeieriiieereieeeee et ssesssessesessnns | cveveesenns 94,348,976 | ...cvevnce. 144 (... 94,348,976 | ....cveo.c.. 14.4
1513 Al OtNET ..ot | creeneeiens 5,860,360 | ....ccvvevun: 0.9 | 5,860,360 | ....ccvvevuvn: 0.9
1.52 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC OF VA........coeiieeeseeeesecseeeesesesssssenssssnes | evesrensesssiesseesinsens | oeveesseninnad 0.0 [ [ i) 0.0
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies Shown in Ling 1.521..........ccccevevevivcivecrereneeneceiniieeens | evesieessseineeeenees | e 0.0 | oo [ e 0.0
1.523 Al OtNET...cooeeeeereei et sesss e ssssssssssnsss s sssssssssssssssessssssssnsnsssssssssssssesssmnnees | nnvessmnessnnsssenssnnsssns | veesnmnesnnrsi0:00 | onmeeinmeennerennninennes | ovreennneeennd 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO).........oeveinmnennrieniinenens | eerennrnrneissnnnnines | cevneinennend (V01 RO ISR 0.0
2.2 Unaffiliated fOreign SBCUMEIES. .......ceveievceeeisieeeete ettt ettt s et as sttt ses s bes s s sasssssnnns | snssessssesessnssssessesnnns | sesversessesanss 0.0 [ [ i) 0.0
2.3 ATFIATEA SECUHIES. .....uurvuereiiriiitrie ettt sns st eenins | seviressinesssssnenenennenes | oeveneeneessad 0.0 [ | e 0.0
3. Equity interests:
3.1 Investments in MULUAIFUNGS.........c.ccouiiiiiic s seniessens | ceriesseseissinesenesnenes | oeseneeieeniad 0.0 [ | e 0.0
3.2 Preferred stocks:
321 AFIIAEEM. ..ottt snnnen | sresinnen s snnsies | eereesneiennd 0.0 | v [ e 0.0
322 UNAFIlIAIEA. ...ttt nssnnes | seessenens s ennsies | eereenneseend 0.0 | oo [ e 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AFFIIAEE. ... veeveercecrere ettt sttt sssssnsssnesssnsssnssssasssssssnssssns | senssssnessssssenssnnsssns | seesesmneenersi0:00 | onrreinnenennnenneens | e 0.0
3.32 UNaffilidted.........couerererriiecierneceneresennicssennessssenesssssesniesssenssssssssnsssessnssssessnssssssens | covnneeeeen 1, 779,808 [ viiiinicenn0.3 | v 1,775,858 | ....ovvvvennc 0.3
3.4 Other equity securities:
BT AFFIIBEEA. ..ot ennnins | st ennsies | eereesnerennd 0.0 | v [ e 0.0
342 UNGFIIALEG. ... oottt sss s snnss s nssssessnnnes | neessenessnnssssennsensstns | seesseseeranend (00 ST (S 0.0
3.5 Other equity interests including tangible personal property under lease:
351 AFFIIAEE. ... vevvoeeceeree ettt ssnnnnnnn | srestenesnnnsssnennsenestns | eesresnesaeend (00 TSN (SO 0.0
352 UNAFIlIAIE. ...ttt ensnnnes | seeeisnen s ennsies | eereennesennd 0.0 | v [ e 0.0
4. Mortgage loans:
4.1 Construction and [and deVEIOPMENL...........cccceevivrireiicreeieree et sssssssessssssses s sessessssssssnss | eressesssssssssessesesiesins | oevessessesesnd 0.0 | eieeeeieeireeeeiees [ e 0.0
4.2 AGHCURUIAL. ...ttt sttt st nstenns | sbsstnstententanntentensannte | srtersensieneend 0.0 | oo | e 0.0
4.3 Single family reSidential PrOPEIES........c.ccrvieeiiresie et s s sssssessstessesssssenssssssnsas | eressesssssssssessesessnsins | eevessessesesnd 0.0 [ [ e 0.0
4.4 Multifamily reSidential PrOPEIIES. ......vru i sesre st ess st ss st sse st ssss s ssssssssssssssssessns | sessssssssssssssmssessesssnsss | sesessesssessend 0.0 | e | e 0.0
4.5 COMMEICIAl IOBNS.......coouvericiiiri it
46 Mezzanine real estate loans
5. Real estate investments:
5.1 Property 0CCUPIEA DY COMPANY.......coiiueiiieiiiireiiieisiieiiei sttt ssse sttt sttt ssnsen s s ssssnsas | assessnssssessnssessnsesnnss | seesesssssesaess 0.0 [ [ i) 0.0
5.2 Property held for production of income (including $.......... 0 of property acquired in satisfaction of debt)..........c... | ceoeevervvcreveeieees | e 0.0 [ [ i) 0.0
5.3 Property held for sale (including $......... 0 property acquired in satisfaction of debt)............cccoceeevceevieiccicee [ e [ i) 0.0 |eeeieeveeeireeeeeeees | e 0.0
8. CONMACEIOBNS.....vveceerereici sttt ettt s st ens st s s ssnsnnns | stnsssestestenssnntentensannte | avtessenssessend 0.0 | oo | e 0.0
7. ReCEIVADIES fOr SECUMLIES..........couieiriiciiicii sttt essisnnes | ceriessisessssinssinssnnnns | oevenensiesiaed 0.0 [ | i) 0.0
8.  Cash, cash equivalents and ShOrt-term iNVESIMENES.............ccucveieeeeicirireeese ettt sssnesns | ersine 434,866,053 | .............. 66.6 |......... 434,866,053 | .............. 66.6
9. Other iNVESIE @SSES.......vvuureeuerircririie sttt | sprernsiens 56,008,811 [ ....ccovevenue 86 |.......... 56,008,811 [ ....ccoveeence 8.6
10, TOtAl INVESIEA BSSELS........veivieeeeeicteeteectetee ettt ers et ssssessessssesessesssassssssessesessessessnssnsssssssnsnsenensessns | sevserees 653,376,453 |............ 100.0 |......... 653,376,453 |............ 100.0
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12.4

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes [ X]
State regulating? Michigan

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?

If yes, date of change:

If not previously filed, furnish herewith a certified copy of the instrument as amended.

State as of what date the latest financial examination of the reporting entity was made or is being made.

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.

This date should be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).
By what department or departments? Office of Financial and Insurance Services

Yes[X] No[ ]

No[ ] NAT ]

Yes[ ] No[X]

12/31/2003

12/31/2003

06/30/2005

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:

411 sales of new business?

412 renewals?

During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
4.21 sales of new business?

4.22 renewals?

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Co. Code State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? (You need not report an action, either formal or informal, if a
confidentiality clause is part of the agreement.)

If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
If yes,
7.21 State the percentage of foreign control.
7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board?
If response to 8.1 is yes, please identify the name of the bank holding company.

Is the company affiliated with one or more banks, thrifts or securities firms?

If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates requlated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.

Yes[ ] No [ X]
Yes[ ] No [ X]

Yes[X] No[ ]
Yes[X] No[ ]
Yes[ ] No [ X]

Yes[ ] No [ X]

Yes[ | No [ X]

Yes[ ] No[X]

Yes[ ] No [ X]

1 2 3 4 5 6
Affiliate Name Location (City, State) FRB 0CC QTS FDIC

SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche LLP

600 Renaissance Center Detroit, Ml 48243-1895

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
David R. Nelson, FSA MAAA Chief Actuarial Officer, Blue Care Network of Michigan

20500 Civic Center Drive MC C465 Southfield, Ml 48076

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly?
11.11 Name of real estate holding company:

11.12 Number of parcels involved
11.13 Total book/adjusted carrying value
If yes, provide explanation.

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?
If answer to (12.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ]

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person? Yes[X] No[ ]

FINANCIAL

16.1 Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):
16.11 To directors or other officers
16.12 To stockholders not officers
16.13 Trustees, supreme or grand (Fraternal only)
16.2 Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
16.21 To directors or other officers
16.22 To stockholders not officers
16.23 Trustees, supreme or grand (Fraternal only)
17.1  Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement? Yes[ ] No[X]
17.2  If yes, state the amount thereof at December 31 of the current year:
17.21 Rented from others
17.22 Borrowed from others
17.23 Leased from others
17.24 Other
18.1  Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments? Yes[ ] No [ X]
18.2 If answer is yes:
18.21 Amount paid as losses or risk adjustment
18.22 Amount paid as expenses
18.23 Other amounts paid

19.1  Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes[X] No[ ]
19.2 If yes, indicate any amounts receivable from parent included in the Page 2 amount. LT 8,745,718
INVESTMENT

20.1  Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits? Yes[ ] No [ X]

20.2 If no, give full and complete information relating thereto.
All securities are held under safe-keeping agreements with State Street Bank and Fidelity Investments Institutional Operations Company

21.1 Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 17.1)

21.2  If yes, state the amount thereof at December 31 of the current year:

21.21 Loaned to others

21.22 Subject to repurchase agreements

21.23 Subject to reverse repurchase agreements
21.24 Subject to dollar repurchase agreements

21.25 Subject to reverse dollar repurchase agreements
21.26 Pledged as collateral

21.27 Placed under option agreements

21.28 Letter stock or securities restricted as to sale

21.29 Other
21.3  For category (21.28) provide the following:
1 2 3
Nature of Restriction Description Amount
22.1 Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No [ X]
22.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] NAT ]

If no, attach a description with this statement.
23.1  Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the

issuer, convertible into equity? Yes[ ] No [ X]
23.2 If yes, state the amount thereof at December 31 of the currentyear:
24.  Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety

deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a

qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes[X] No[ ]
24.01 For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Bank 801 Pennsylvania, Kansas City, MO 64105

24.02 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:

1 2 3
Name(s) Location(s) Complete Explanation(s)
Fidelity Investments Institutional Operations | 100 Magellan Way KW2B Covington, KY 41015 New agreement is being negotiated with Fidelity.
24.03 Have there been any changes, including name changes, in the custodian(s) identified in 24.01 during the current year? Yes[ ] No [X]
24.04 If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason

24.05 Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:

1 2 3
Central Registration Depository Number(s) Name Address
Blue Cross Blue Shield of Michigan 600 E. Lafyette Blvd. Detroit, Ml 48226
25.1 Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ | No[X]
25.2 If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
880199 10 4 Templeton Growth 448,672
25.2999. TOTAL 448,672
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

25.3  For each mutual fund listed in the table above, complete the following schedule:

26.

271
27.2

281
28.2

291
29.2

30.1
30.2

1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Templeton Growth News Corporation Inc. 8,525 12/31/2005
Templeton Growth Siemens AG 8,525 12/31/2005
Templeton Growth Tyco International Ltd. 8,525 12/31/2005
Templeton Growth Royal Bank of Scotland Group PLC 8,076 12/31/2005
Templeton Growth GlaxoSmithKline PLC 7,627 12/31/2005
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
261 BONGS....ioiiiiieieiciieisc sttt | cenrenienas 585,063,535 | ......... 585,095,536 | ....ooocriiriinnias 32,001
26.2
26.3
26.4 Describe the sources or methods utilized in determining the fair values:
State Street Bank is the source for determining all fair values.
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No [
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? S 589,310
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 285,166
America's Health Insurance Plan 206,250
Amount of payments for legal expenses, if any? S 24,709
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Kienbaum, Opperwall, Hardy, Pelton PLC 22,098
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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1.1

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.

Individual policies:

Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:
1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72 Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test: 1
Current Year

2
Prior Year

2.1 Premium NUMErator..........ccoceveveveeerireesnienns

2.2 Premium Denominator.

2.3 Premium Ratio (2.1/2.2

2.4 Reserve Numerator...

2.5 Reserve Denominator....

2.6 Reserve Ratio (2.4/2.5)......

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be

returned when, as and if the earnings of the reporting entity permits? Yes[ ] No[X]
If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and

departments been filed with the appropriate regulatory agency? Yes[X] No[ 1]
If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered? Yes[ ] No[X]
Does the reporting entity have stop-loss reinsurance? Yes[ 1] No[X]

If no, explain:
Blue Care Network of Michigan participates in the BCN Stop-Loss & Casualty Self-Insurance Trust. Expiration date of 12/31/05.

Unlimited coverage with a deductible of $150,000. At the request of OFIS, BCN accounts for the activity with the Trust as if it were re-insurance.

Maximum retained risk (see instructions):

5.31
5.32
5.33
5.34
5.35
5.36

Comprehensive medical
Medical only

Medicare supplement
Dental

Other limited benefit plan
Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Hold Harmless provisions are included in contracts with providers.

In addition, a State mandated cash reserve is maintained along with Stop-Loss Self-Insurance coverage which includes an insolvency clause.

Does the reporting entity set up its claim liability for provider services on a service date base? Yes[X] No[ ]
If no, give details:

Provide the following information regarding participating providers:

8.1 Number of providers at start of reportingyear 10,973
8.2  Number of providers at end of reportingyear 12,896
Does the reporting entity have business subject to premium rate guarantees? Yes[ ] No[X]
If yes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months
9.22 Business with rate guarantees over 38 months s
Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts? Yes[X] No[ ]
If yes:

10.21 Maximum amount payable bonuses [ S 46,139,277
10.22 Amount actually paid for year bonuses ....29,414 466
10.23 Maximum amount payable withholds ....10,269,778
10.24 Amount actually paid for year withholds [ S 11,747,899
Is the reporting entity organized as:

11.12 A Medical Group/Staff Model, Yes[ | No [X]
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

11.13 An Individual Practice Association (IPA), or Yes[ ] No[X]
11.14 A Mixed Model (combination of above)? Yes[X] No[ ]
11.2 Is the reporting entity subject to Minimum Net Worth Requirements? Yes[X] No[ 1]
11.3 If yes, show the name of the state requiring such net worth. Michigan
11.4 If yes, show the amount required. LS 57,673,083
11.5 Is this amount included as part of a contingency reserve in stockholder's equity? Yes[ 1] No[X]

11.6 If the amount is calculated, show the calculation:
4% times written premium
.04 X $1,441,827,087 = 57,673,083

12.  List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

ALCONA
ALLEGAN
ALPENA
ANTRIM
ARENAC
BARRY

BAY

BENZIE
BERRIEN
CALHOUN
CASS
CHARLEVOIX
CHEBOYGAN
CLARE
CLINTON
CRAWFORD
EATON
EMMET
GENESEE
GLADWIN
GRAND TRAVERSE
GRATIOT
HILLSDALE
HURON
INGHAM
IONIA

10SCO
ISABELLA
JACKSON
KALAMAZOO
KALKASKA
KENT
LAPEER
LEELANAU
LIVINGSTON
MACKINAC
MACOMB
MANISTEE
MIDLAND
MONROE
MONTCALM
MONTMORENCY
MUSKEGON
NEWAYGO
OAKLAND
OCEANA
OGEMAW
OSCODA
OTSEGO
OTTAWA
PRESQUE ISLE
ROSCOMMON
SAGINAW
SHIAWASSEE
ST.CLAR
ST. JOSEPH
TUSCOLA
VAN BUREN
WASHTENAW
WAYNE
WEXFORD
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2005 2004 2003 2002 2001
Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, LINE 26).........ccoccureermrermeemeeeneereseerenenns | convessseenns 697,705,479 |..ccoovvvvenn. 618,295,943 |....ccovvenne. 554,851,331 |.oveerreenne 428,285,894 |.............. 450,985,865
2. Total liabilities (Page 3, LiNE 22).........cc.civeerrermreerermeeesneeenseeseesnsseessseens | ceeseeesnneees 384,682,565 |.....cooce.... 399,817,739 | .o 413,344,160 |.............. 341,599,712 | .o 376,511,592
3. StAtULOTY SUIPIUS ... et sesssssnns | ceesssssssseenas 57,673,083 |...cocerveenn. 56,141,701 54,380,471 |..cvverrrvernne 51,666,796 |......ccocec... 54,350,516
4. Total capital and surplus (Page 3, LiNe 31)........covuemremimmeencenneeneireeenee | eoveerneenees 313,022,914 | ..o 218,478,204 141,507,171 | 86,686,182 |....coovvvenne 74,474,273
Income Statement ltems (Page 4)
5. Total revenues (LINE 8).........cc.crrermreueurceerereieeeseeeeseeesesessseesssssseessssssnnes | eveeeesnns 1,439,429,414 | ........... 1,395,437,885 |........... 1,352,667,185 |........... 1,285,757,719 |........... 1,356,921,878
6. Total medical and hospital expenses (LiN 18)...........ccuvevrererermerererinneesns | crereevenne 1,154,101,893 |........... 1,115,660,742 |........... 1,098,493,074 |........... 1,150,225,740 |........... 1,252,771,027
7. Claims adjustment expenses (LiNe 20)..........c.ccrveeeeereeerererrereseeeserevesenes | eeveereseneenens 70,738,036 |...ccoeeee.e. 78,409,518 |................ 67,811,676 |....cco....... 12,618,879 | ..o
8. Total administrative expenses (LiNe 21)........cccvvereeeerereeeeeeeeeeeeeeeenens | eeereveeenns 152,537,245 |.............. 128,764,350 |.............. 138,698,989 |.............. 118,951,315 |.............. 111,543,513
9. Net underwriting gain (10SS) (LINE 24).........c..ouueveurrirncrirnernenrierineeies | croeereeenenn: 62,052,240 |...covvvvennce 72,603,275 | ...oovvvrrenne 47,663,446 |.....ccconevenn. 3,961,786 |.....ccoonenns (23,000,449)
10. Netinvestment gain (10SS) (LINE 27).........cvervrerermmnecinirerencrrineeensnsiees | cevrieesinenes 16,488,247 |....ooccvvvevnnn. 8,541,784 |....cooovvvrennn. 5,743,105 |...cocvverirrrnne. 6,547,649 |.....ccconeeen. 17,259,617
11. Total other income (LiNes 28 PIUS 29).........ccvveviiieieereieeieeseceiis et | eveeeesesereseseenns (92,237) | cvveerieereseieieieieieienees | ettt | ereresissese st | ereereiss et
12. Netincome or (10SS) (LINE 32).......cceuimverrercrmirrrenerieesnnesseesieesesesssseees | cevrseeseenenes 78,396,434 |......ccovevene. 80,999,195 | ...ccccrvrernes 53,130,301 |..cvvrivrrrnnee 10,509,435 |.....cccoveveene (5,740,832)
Risk-Based Capital Analysis
13, Total adjusted Capital...........couveerrrrrvnerierriereiereeensecsseesessnenens | s 313,022,914 |..ccovvvvenn. 218,478,204 | ............ 141,507,171 | 86,686,182 |.....ccocvevue 74,474,273
14.  Authorized control level risk-based capital............cocrrrnerenmrinnernernnecies [ 41,176,565 |...covveverne 39,394,003 |.....ccoeverne 36,585,360 |...coovvurrenne 36,251,968 |......ccoceeene. 39,642,887
Enroliment (Exhibit 1)
15. Total members at end of period (Column 5, LiNe 7).......ccvvveveveeienviceens [ 452,163 | .o 460,516 |..corererirrnns 478,043 | oo 518,946 |...ccoovevevierns 572,422
16 Total member months (Column 6, LiNe 7).........c..uvvrremmrmnreennriensinenins | reeimnerirenenns 5,398,464 |.....ccccovvvrnn. 5,509,462 |.....ccoruvernn. 5,898,716 |...cccvvvrerrennn. 6,280,413 | ..o 7,020,584
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100
17. Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5).........cccccee. [ vovereveveveniennne 100.0 | oo 100.0 | oo 100.0 | oo 100.0 | oo 100.0
18. Total hospital and medical plus other non-health (Line 18 plus Lin€ 19)..... [ cevvvrerrrrenreernnenns 801 | e A I A 80.8 | .o 89.1 | o 92.2
19.  Cost CONtAINMENE EXPENSES......c.cvcvivereriiierercte et bennes | ereresesesessssesssssreses 3.6 [ 4.0 | )00, G IR D9, GO IS ) 0.0 G
20. Other claims adjuStment EXPENSES..........ovrerrermrerirremrereeeesneeseesessssesesseees | creseneesessessnsssessessnnes I I 5.6 [ oo | e s | e
21. Total underwriting deductions (LINE 23)........c.coverrermrerrrnrmmernrnimeenesseennns | sonsesmssnssnsssnssessesens 95.6 | oo 946 | oo 96.0 | .o 99.3 | e 101.6
22. Total underwriting gain (I0SS) (LINE 24).........evvrveerenrierrnrnrieenessieessessens | cesensesessessesssessesnnes A3 | s 5.2 | s 35 [ 0.3 | (1.7)
Unpaid Claims Analysis (U&I Exhibit, Part 2B)
23. Total claims incurred for prior years (Ling 13 Col. 5)......ccocvvveveervcrreerecieees | e 206,932,230 |.............. 217,419,418 |.............. 195,026,594 |.............. 250,776,910 |.............. 243,154,180
24. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)]  |.ovieneee 250,114,424 | .............. 246,898,321 | .............. 223,296,904 | .............. 256,989,508 | ......ceenn.. 232,764,022
Investments in Parent, Subsidiaries and Affiliates
25. Affiliated bonds (Sch. D SUMMary, LiNE 25, COL. 1) | reireiineineinsiscsnsissiessesens | reesessensesnsssssssssnsssssnses | sesessmsssessessessnssssnssenes | ersessssessessesssessessasssessesss | sossesmssssssssomsssssessanssessacs
26. Affiliated preferred stocks (Sch D. Summary, LiNg 39, COL. 1)......ciiiiiees | erereeieiieieitiee et | evreiiesisaesisse s ssssessnes | soessssnssessssesssssessssessssess | sresiesessssesissssssssessessessns | eoessessessssesssssesssssssssesses
27. Affiliated common stocks (Sch D. SUMMArY, LiNg 53, COL. 2)......cccviiiiiies | evrireeieiieieeiieeieieeiisieis | evieiiessssesissse s ssssessnss | soessssissessssesssssesssssessssess | sesissessssessssssssssessessessns | eoessessessssessssssssasssssesaes
28. Affiliated short-term investments (subtotal included in Sch. DA,
Part 2, oL 5, LINE 11)..u.iuuieieiiiiiisiieictesieee ettt ssbessanas | evsesesssssesssssessssessnssssenss | essessssessssassessesssssssesnss | sressssssessesssssssessessessssess | suessessessssessnssessssessassesans | sosssessessesessnsessesesssnsesses
29. Affiliated mortgage [0aNS 0N TAI BSTALE...........c.cvvceeiicrecicie e | creeeies et es e esssnesaes | crevesisissesessssesssssssssesesens | sevestesissesesessesesssssssssess | esesessesesssesessssesesesesenss | sressesessesesessesesesesasssnas
30, All Other affiliated. .....c.c.vvvreerirreerirecrierirsseeseesse s essssesnees | ereessineesaees 56,008,811 |...cccovrnrene. 52,835,985 |....cccrvvennes 50,601,683 |...ccovvvrrnne 47,813,064 |....oovevennc 45,144,745
31. Total of above LiNes 2510 30........curwwrirerrresinmnneisssrisssseessnsssseesssesssessees | sersssesesssens 56,008,811 | ...ccverirenees 52,835,985 | ...ccovirrnnns 50,601,683 | ....cccovrernes 47,813,064 | ..o 45,144,745
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Statement as of December 31, 2005 of the Blue Cal"e NetWOI"k Of MiChigan

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States........cccrvvnrenne
Governments 2. Canada........cocvemeeneeniienns | e
(Including all obligations guaranteed 3. Other Countries........ccccovenu
by governments) 4. TotalS....ccooviriiiieieeinas
5. United States..
States, Territories and Possessions 6. Canada........ccccoovvrerrirereenne
(Direct and guaranteed) 7. Other Countries........ccccoveeu.
8. Totals......
Political Subdivisions of States, 9. United States.......c.coouvrenn.
Territories and Possessions 10. Canada
(Direct and guaranteed) 11. Other Countries...........c.......
12. Totals......coovreeriiirnrinirenens
Special Revenue and Special Assessment 13. United States
Obligations and all Non-guaranteed Obligations 14. Canada
of Agencies and Authorities of Governments 15, Other COUNIES......vuiviiiiiei [ eriiisiiiieiiisistesesisssesssesiesies | ensesesssessessessssesssssessnsassanses | ossessessessnsassessesasssnsessnsessansas | sresassssessesensessessnssnsansessnssnses
and their Political Subdivisions 16. Totals......cvcererierninirncinienns | v 94,348,976 | .....coocvirernneene 94,467,799 94,340,825 |......ccoovviininnnn. 95,000,563
17. United States.........ccovuvevees [ covevrecnerninennns 10,156,283 | .o 9,892,656 10,149,138 | .o 10,190,000
Public Utilities 18, CANAGA. ... [ et niees | oeriere ettt | Sestest ettt | Sebeeb et
(Unaffiliated) 19. Other Countries,
20. TotalS. ..o | v 10,156,283 | ..o 9,892,656 ..10,149,138 |..ooovvviininins 10,190,000
Industrial and Miscellaneous and 21. United States.......cocvevecnnes | vevveneineiniininns 56,220,472 | ..ccvveeerirrrirnne 56,792,290 156,229,966 |......ocovrrriinins 56,667,693
Credit Tenant Loans 22. Canada.......ccccoovmrrnrrnrnninns
(Unaffiliated) 23. Other Countries...................
24. Totals
Parent, Subsidiaries and Affiliates 25, TOIS....coceececineiieiciiniiniins | e snre s | crensnessen st | efens s et en s | b ettt
26. Total Bonds......cccoeeseirennens | o 160,725,731 |0 161,152,745 | ... 160,719,929 | 161,858,256
PREFERRED STOCKS 27. United States
Public Utilities 28. Canada
(Unaffiliated) 29. Other COUNTIES.......cccvieiiiies [ eerireiireriiiiieisicteisseseseserens | ersssssssssesessesesessssesesssssssnsnns | sresesessesessssnsesssssessnsssesensesens
Banks, Trust and Insurance Companies
(Unaffiliated)
Industrial and Miscellaneous
(Unaffiliated)
Parent, Subsidiaries and Affiliates
COMMON STOCKS
Public Utilities
(Unaffiliated)
Banks, Trust and Insurance Companies
(Unaffiliated)
Industrial and Miscellaneous
(Unaffiliated)
Parent, Subsidiaries and Affiliates 53. Totals
54. Total Common StockS....... | ..cocviviniicinnn. 1,775,858 |..ovoveiciiiniicines 1,775,858
55. Total STOCKS.....uummsrsessessnes [ orerrerncaninienennes 1,775,858 |..oovreicriincinnines 1,775,858 | ..oveoveercenriisninnenn ,728,859
56. Total Bonds and Stocks....|.........cc.cc.ce.... 162,501,589 |.....coovvvrerenee 162,928,603 |.....coovverrernnee 162,448,788
SCHEDULE D - VERIFICATION BETWEEN YEARS
Bonds and Stocks
1. Book/adjusted carrying value of bonds and stocks, prior year..............ccccceeee. 98,149,810 7. Amortization Of Premium...........ceerverrrieneneeneee e 394,145
2. Cost of bonds and stocks acquired, Column 7, Part 3 362,242,702 8. Foreign exchange adjustment:
3. AcCrual Of dISCOUNT..........oveeiececee e 64,693 8.1 Column 15, Part1...........
4. Increase (decrease) by adjustment: 8.2 Column 19, Part 2, Section 1..
41 Columns12-14, Part1.....cccoeveececrerene, 8.3 Column 16, Part 2, Section 2..
42 Columns 15-17, Part 2, Section 1.... 8.4 Column15, Part4......ccccccoevnne 0
4.3 Column 15, Part 2, Section 2......... . (40,609) 9. Book/adjusted carrying value at end of current period................. 162,501,589
44 Columns 11-13,Part4.......cccccevvvivireriierenns (6,098) (46,707) 10. Total valuation alloWaNCe.............c..cevverevireresiereeeee e
5. Total gain (loss), Column 19, Part 4...........cc.ccueveeeeieiceece e (3,329,606) 11. Subtotal (LineS 9 pluS 10)......c.cvevvirereriieieeeieeeeeeeeeeeeeeeees 162,501,589
6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4..... 294,185,158 12. Total nonadmitted amounts

13. Statement value of bonds
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

State, Etc.

Guaranty
Fund

(YES or NO)

Is Insurer
Licensed?
(YES or NO)

Direct Business Only
3 4 5 6 7 8
Federal Employees| Life & Annuity
Accident Health Premiums and Property/
& Health Medicare Medicaid Benefits Program Deposit-Type Casualty
Premiums Title XVIII Title XIX Premiums Contract Funds Premiums

© NSO wWN =

Arkansas..

California
Colorado
Connecticut..
Delaware......
District of Columbia..
Florida
GEOIGiA.....veevrrcirerre et
Hawaii..

Kentucky.
LOUISIaNa.........cverereiere e

Maryland......
Massachusetts.
Michigan.........cccoveeeeeeieecseeee e,
Minnesota........ccocveverreeierseieis
Mississippi...
MISSOUFI......vereeeeiereiersieeieee e
Montana
Nebraska.
Nevada........

New Hampshire...
NEW JEISEY.....cveviiriicreiireieieieeiene
NEeW MEXICO......ccovireverrerereirieeirireeins
New York.....
North Carolina..
North Dakota....

Pennsylvania...........ccococveienisiennnns
Rhode Island............cccocooceirieiniiennes
South Carolina.
South Dakota...
Tennessee...

Vermont...
VirGiNia...cc.coeeeerreeerieeeeeesneeeseieeiens
Washington
West Virginia
WISCONSIN.....ocvvviirieieieeeseeienis
Wyoming .
American Samoa..........cevveeerieeieenni

U.S. Virgin Islands...
Canada.......ccoouune.
Aggregate Other alien.............cccoce....
SUBLOLAL ..o
Reporting entity contributions for
Employee Benefit Plans..............cccoocuee
Total (Direct BUSINESS).........ccovevrerernnnes

...... 1,381,910,721

............. 8,534,561
...... 1,390,445,282

DETAILS OF WRITE-INS

5798. Summary of remaining write-ins for line 57 from overflow page..
5799. Total (Lines 5701 thru 5703 plus 5798) (Line 57 above)

Explanation of basis of allocation by states, premiums by state, etc.

(a) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of December 31, 2005 of the Blue Care NetWOI"k Of MiChigan

SCHEDULE T - PART 2
INTERSTATE COMPACT PRODUCTS - EXHIBIT OF PREMIUMS WRITTEN

Allocated by States and Territories

Direct Business Only

1 2 3 4 5 6
Life Annuities Disability Income | Long-Term Care
(Group and (Group and (Group and (Group and Deposit-Type
States, Etc. Individual) Individual) Individual) Individual) Contracts Totals

© © N o o~ WD =
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AlBDAMA. ...ttt AL
AIBSK. ...ttt

Arizona
ATKANSAS.....covoeeieirieetse it
CalifOrNIA. ..ottt
{07010 =T o OO OO USROS
Connecticut..
DEIAWATE. .....c.oeeeeeeiecineie ettt

District of COIUMDIA...........ceereeiieereere et DC

FIOTAA. ...ttt FL

KEBNEUCKY ..ottt KY
LOUISIANA. ...t LA
MAINE.....oocvieiiiir e ME
MarYIand........ccoviveiiecee s MD
MaSSACHUSERES..........oveureireieieiiee e MA
MIChIGAN. ... s Mi
MINNESOLA. ......vvrvereeirie it MN
MISSISSIPPI..v.vvevvvecrecvree st sts s sseesess s tes e senn MS
MISSOUI.....oo ittt MO

VIEGINIB.. ... vttt VA
WaShiNGLON. ...ttt WA
WESE VIFGiNia........oveviecieieteieiee et WV
WISCONSIN......couirieieteeeie ettt ettt enanen Wi
WYOMING.....vtieiiieiieie sttt WY
AMENICAN SAMOA......cerererriieiseieseeeese ettt AS
GUAM. ..ttt GU
PUEIO RICO......uceueeiceeeeese ettt PR
US Virgin ISIands...........cooeveinivieiececccesee e

CaANAA.......ceeeee e
Aggregate Other Alien.
TOHAIS .t
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Statement as of December 31, 2005 of the Blue Care Network Of MiChigan

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

Blue Cross
o Blue Shield
w . of Michigan
® ®

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS AND BLUE SHIELD

OF MICHIGAN
EIN 38-2069753
NAIC 54291, Group 572

IS

Accident Fund Insurance
Company of America
EIN 38-3207001
NAIC 10166, Group 572

Blue Care Network
of Michigan
EIN 38-2359234
NAIC 95610, Group 572

Blue Care of Michigan,
Inc.
EIN 38-2536979
NAIC 52037, Group 572

Health Care Exchange,
LTD.
d/b/a DenteMax
EIN 38-2612298

SelectCare
(32% Ownership)
EIN 38-2535306

Accident Fund National
Insurance Company
EIN 20-3058291
NAIC 12305, Group 572

Accident Fund General
Insurance Company
EIN 20-3058200
NAIC 12304, Group 572

United Wisconsin
Insurance Company
d/b/a United Heartland

EIN 39-0941450
NAIC 29157, Group 572

BCN Service
Company
EIN 38-3134881

Blue Cross and
Blue Shield of
Michigan Foundation
EIN 38-2338506

Subchart Schedule Y as 0f2/21/06

Blue Care Network*

Medical Malpractice

Self-Insurance Trust
EIN 38-6561861

Blue Care Network*
Stop-Loss and Casualty
Self-Insurance Trust
EIN 38-6561862

* Blue Care Network of Michigan participates in these Trusts for self-insurance purposes.
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